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The environment is RUDE: 


R — Rapidly changing, and at times, Ruthless 
U — Uncertain, and at times, Unpredictable 

D — Dynamic, and at times, Disruptive 

E — Engaging, and at times, Enabling 


It is more so today, than yesterday and tomorrow may be more so, than today. Thought leaders and practitioners 
in retail and marketing, will need to continuously come out with new ideas, models, frameworks, principles and 
practices. Innovative thinking and Innovations will be key drivers for sustainability and growth, supported by the 
4Ps of the Entrepreneurship Spirit - Purpose; Passion; Perseverance; Principles. 


It is timely indeed to have an issue of the Retail and Marketing Review, that addresses some of the most 
pressing challenges — some of which are expected, such as digitalisation and some of which are unexpected, such 
as COVID 19 (which none had heard of, just more than a year ago). 


The knowledge in the various articles in this issue, is useful not to just cope with the challenges, but also an 
inspiration for those who wish to turn threats into opportunities. 


Challenging times provide us with a greater impetus to review our thoughts and our actions and this journal is 
an excellent platform for all to share with, and learn from, each other, regardless of whether our opinion converge. 


| began this foreword by saying that the environment is RUDE and | end it, by saying that especially in a RUDE 
environment, competition is not your number one enemy - Status Quo is enemy number one! 
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The paper seeks to understand from a digital world perspective the impact of market orientation and market sensing | 
capabilities on market performance. This is important because market orientation and market sensing capabilities 
are widely researched and accepted marketing resources. However, their impact in the digital marketing environment 
remains blurred. Across sectional survey was therefore conducted from a sample of 298 small to medium enterprise 
agro-processors in Harare, Zimbabwe. A PLS-SEM was conducted using SmartPLS3. Results of this study provide 


statistically significant evidence to support the influence of market orientation on market sensing capabilities and 


market performance. The results further revealed that market orientation indirectly influenced market performance 
through market sensing capabilities. However, the direct linkage between market orientation and market performance 
was weak, whilst a strong relationship existed between market orientation and market sensing capability. On the 
other hand, there was a moderate relationship between market sensing capability and market performance. These 
results imply that marketers must go beyond market orientation to develop market-sensing capabilities for improved 
market performance. Market orientation, as an asset, requires marketing capabilities and activities to convert it into 


profitable market performance outcomes. This study contributes to literature on market orientation, market sensing, 
market performance and digital marketing. 
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INTRODUCTION 


The study investigated the influence of market orientation and market sensing capabilities in a digital marketing 
environment on market performance variables of sales volume, market share and profitability. This topic was 
selected because digital marketing technology has transformed the way marketing is conducted, yet existing 
knowledge fails to fully address digital marketing needs (Foltean, 2019). Market orientation and market sensing 
capabilities are widely researched and accepted marketing resources. However, their impact in the digital marketing 
environment remains blurred. 


Digital marketing technology has changed human lives and consumer interactions, ushering in new digital 
consumer behaviour (Alrwashdeh, Emeagwali & Aljuhmani, 2019:514; Dey, Yen & Samuel, 2020; Langan, Cowley & 
Nguyen, 2019:32; Quinton, Canhoto, Molinillo, Pera & Budhathoki, 2018:427). Consumers now live an inextricably 
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interwoven online and offline life (Kumar, 2018:6). In a digital marketing world, consumers are empowered, have a 


proactive voice, and seem to challenge anyone and anything. 


The Covid-19 pandemic has further shifted consumers to online platforms. African e-commerce received a 
significant boost from the Covid-19 pandemic lockdowns (Kazeem, 2020). According to Watson (2020), the Internet 
and social media usage grew significantly during the lockdown period with more than 40 percent of consumers 
spending more time on messaging services and social media. These market developments require managers who 
deploy digital marketing technologies to create value in a technological marketing environment (Andotra & Gupta, 
2016:806). Therefore, knowledge of digital marketing technology is required to continuously satisfy consumer needs 
(Gotteland, Shock & Sarin, 2020) and constantly deliver superior market performance in the long run (Gotteland 
et al., 2020). 


Although no single marketing approach exists to deliver market performance, market orientation has been 
identified as one of the key drivers of market performance (Andotra & Gupta, 2016:807; Narver & Slater, 1990; 
Kholi & Jaworski, 1990). Market orientation entails a commitment to understand customers’ growing needs and 
satisfying these needs, while outsmarting competitors, to attain a long lasting competitive advantage and increase 
market performance (Andreou et al, 2020:1). However, despite wide research, there is no agreement on the linkage 
between market orientation and market performance (Amangala & Wali, 2020). For example, Narver, Slater 
and Tietje (1998:242) argued, “market orientation is positively associated to market performance in all types of 
markets”. This is notwithstanding that market orientation is contextual (Amangala & Wali, 2020; Andotra & Gupta, 
2016:810; Takata, 2016; Kholi & Jaworski, 1990). Therefore, a positive relationship between market orientation and 
performance is not obvious (Foley & Fahy, 2009). Empirical evidence must be obtained from a particular sector, 
industry, culture and setting to ensure relevance (Amangala& Wali, 2020; Foley & Fahy, 2009). 


Further, Frosen, Luoma, Jaakkola, Tikkanen and Aspara (2016) argued that market orientation does not determine 
superior market performance although a necessity in all businesses. This suggests that other marketing resources 
and capabilities are required to attain superior market performance. Thus, market orientation is dependent on 
other constructs to explain its role in market performance (Foley & Fahy, 2009; Menguc & Auh, 2006). Andotra 
and Gupta (2016:809) supports this when they argue that although market orientation contributes to competitive 
advantage, competitive advantage can still be acquired through other means like novel technological advances 
compounded with effective knowledge integration. Therefore, ideal contexts and contributions of market orientation 


remain elusive. 


Although, the capabilities approach offers an alternative explanation of the attainment and sustenance of market 
orientation (Day, 1994) different marketing capabilities have different effects on market performance (Herndandez- 
Linares et al, 2020:1; Morgan, Slotegraaf & Vorhies 2009). Therefore, a model of market orientation grounded in 
market-sensing capabilities could advance understanding of the market orientation construct (Foley & Fahy, 2009). 


According to Foley and Fahy (2009:16), market-sensing capability captures the essence of market orientation and 
better explains the association between market orientation and market performance. Market sensing is a superior 
market learning capability, which has beneficial effects on market orientation (Day 1999:85). Market learning entails 
a wider abstraction of market orientation (Slater & Narver, 1995). A distinguished capability to sense the market and 
capture intelligence is critical, given today’s acceleration of markets and digital marketing technological changes, 
the data deluge, and the importance of proactive and/or preemptive moves in the marketplace. It is therefore 
important to maintain regularly an awareness of customers’ demands and competitors’ product offerings (Andotra 
& Gupta, 2016:808). Market orientation combined with good market-sensing capabilities allow firms to construe the 
“voice of the market” accurately consequently delivering quality services (Amangala & Wali, 2020: 14; Olavarrieta 


& Friedmann, 2008). 


However, despite the lack of widely accepted empirical evidence of these relationships from a digital marketing 
perspective, there is no agreement on the linkage between market orientation and market sensing. For example, 
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Foley and Fahy (2004) consider market sensing to be an antecedent of market orientation whilst Day (1994) and 
Narver and Slater (1990) consider market orientation as the foundation to market sensing. Thus, the relationship 
between market orientation and market sensing capabilities from a digital marketing environment needs to be 
explored. 


The relationship between market orientation and market sensing from a digital marketing perspective is 
important because small to medium enterprise (SME) agro-processors in a digital marketing environment must 
remain relevant to their customers by constantly assessing how to stay market oriented. However, the influence 
of the digital marketing environment on market orientation is not well understood (Haapio et al, 2019:289). Market 
orientation in the digital age is the firm’s ability to offer a unified and valuable customer experience across all 


service channels (Haapio et al., 2019:289). 


Whilst researchers (Haapio et al., 2019:301; Kholi, 2017; Habibi, Hamilton, Valos, John & Brendan, 2015) 
agree on the need to review or apply digital marketing technology on the market orientation concept of Kholi and 
Jaworski (1990) and Narver and Slater (1990), no clear guide exists on the level of review. This leaves a gap in the 
conceptualisation and empirical application of the concept in a digital marketing environment. This gap widens in 
Africa because of the limited understanding on the relevance of market orientation in emerging markets (Menguc 
& Auh, 2006). This is because of a dearth of application of the market orientation concept in the African context, 
except for a few studies in Ghana and South Africa (Amangala & Wali, 2020). The majority of studies are from 


large-scale manufacturing, service sector firms and developed markets (Andotra & Gupta, 2016:810). 


In Zimbabwe, agriculture is the main pillar of the economy. Therefore, agro-processors are central to connecting 
farmers and markets, and in the process improving economic growth and livelihoods. The closure of multinational 
agro-processors left a vacuum closed by SME agro-processors that have close linkages with indigenous farmers 
and urban markets (Chinakidzwa & Phiri, 2020). This means SME agro-processors are central to the country’s 
economic activities. However, SMEs in Zimbabwe are not immune to challenges generally faced by SMEs in 
developing countries. 


According to Sotek-Borowska (2017:72), SMEs lack resources such as finance, digital infrastructure, skills and 
the general use of information systems. In Zimbabwe, agro-processors were found to have strong informal linkages 
with farmers and markets. At the same time, they have poor market access. However, research is mostly limited 
to general SMEs’ challenges such as lack of finance, informality, lack of planning and government policy (Bomani, 
2016; Matsongoni & Mutambara, 2018). Whilst market-sensing capabilities remains important for SMEs’ improved 
performance (Alshanty, et al. 2019:734), research in this area remains elusive. From a Zimbabwean perspective, 
research on SME agro-processors’ application of market orientation and market sensing capabilities in a digital 


marketing environment, remains scarce. 


This paper interrogates the relationship between market orientation, market sensing capability and market 
performance in a digital marketing environment. This objective was achieved through a cross-sectional survey of 
SME agro-processors in Harare, Zimbabwe. Measurement items used in the study were adapted from previous 
market orientation and market sensing capability studies to fit the digital marketing environment. The survey 
questionnaire was distributed to managers and owners of the agro-processors who were knowledgeable about 
marketing and performance issues. This study contributes to literature on market orientation, market sensing 
and market performance. The study brings new knowledge on the applicability of market orientation in a digital 
marketing environment and a developing country perspective. This contributes to the generalisability of knowledge 
on market orientation, market sensing and market performance. This is important because this kind of research is 
scarce, and is non-existent in the Zimbabwean context. 


The following sections are organized as follows: section 2, theoretical and conceptual framework, section 3 
methodology, section 4 data analysis and results, section 5 discussions, section 6 conclusions and implications, 


and section 7 limitations and further research. 
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THEORETICAL AND CONCEPTUAL DEVELOPMENT 


The theoretical and conceptual sections contribute by discussing market orientation, market sensing capability, 
the linkage between market orientation and market sensing capabilities, market orientation and market performance, 
and finally, market sensing capability and market performance. These discussions centre on exploring the limitations 
of existing literature in providing empirical evidence from a digital marketing context. 


Market orientation 


Kohli and Jaworski’s (1990) and Narver and Slater’s (1990) definitions of market orientation dominate the 
market orientation literature. Kohli and Jaworski (1990: 6) provided a behavioural definition of market orientation 
as “the organization-wide generation of market intelligence, dissemination of its intelligence across departments, 
and organization-wide responsiveness to it”. This definition captures the essence of a market sensing capability 
(Day, 1994:43). Another definition by Narver and Slater (1990) considers market orientationas a culture in which 
all employees are committed to creating superior customer value. Although these two definitions take two different 
orientations (behavioural and cultural), the definitions agree. The Kholi and Jaworski (1990) and Narver and Slater 
(1990) market orientation perspectives agree on their dimensions (Amangala & Wali, 2020:3). The collection, 
distribution, and responsiveness to market intelligence (Kholi & Jaworski, 1990) facilitate the accomplishment of Narver 
and Slater’s (1990) perspectives of customer orientation, competitor orientation and inter-functional coordination that 
leads to superior customer value. According to Andotra and Gupta (2016:807) and Narver and Slater (1990), superior 
value is obtained through “customer orientation, competitor orientation and inter-functional coordination”. Customer 
orientation comprises a full understanding of customer demands; together with the expectation of future demands, as 
market forces change. Competitor orientation centres on understanding competitors or probable competitors’ fortes 
and flaws. The inter-functional role comprises other departments applying customer and competitor information to 
produce superior customer value. The gathering of market intelligence enables a full comprehension of customers’ 
demands, as well as competitors’ strengths and weaknesses. Dissemination and responsiveness allows inter-functional 
coordination and acting upon the information. Chinakidzwa and Phiri (2020) defined digital market orientationas “a 
deeply entrenched cultural orientation that calls organisations to focus on creating superior customer value through 
customer and competitor focus as well as an organisational-wide coordination in the digital environment”. Therefore, 
this study uses market orientation in a digital world to refer to digital market orientation. 


While some researchers generally use market orientation and marketing orientation interchangeably (Amangala & 
Wali, 2020), these two concepts are significantly different. Marketing orientation focuses on activities of the marketing 
function whilst market orientation emphasises cross-functional information distribution and response to market 
information. The more an organisation is market oriented, the less it would be marketing oriented (Slater & Narver, 
1994). Market orientation is a deeply embedded cultural facet that provides a distinctive resource in firms (Hooley, 
Cadogan & Fahy, 2005) and constitutes the intangible structural capital (Edvinsson & Sullivan, 1996). Corporate 
culture guides thinking and actions all over the firm, and assist in the creation of values, norms and behaviours 
linked to the market (Moorman & Day, 2016; Narver & Slater, 1990:21). However, market orientation can either be 
responsive or proactive (Gotteland et al., 2020). Aresponsive market orientation seeks to comprehend and fulfil the 
articulated needs of customers, while a proactive market orientation seeks to comprehend and to fulfil the dormant or 
hidden customer needs (Narver & Slater, 1990). The dormant needs are those future needs that customers are not 


yet conscious of — therefore cannot define them. 


The digital marketing environment has challenged the applicability of existing market orientation knowledge. 
Digital marketing tools are now being used to execute customer orientation, competitor orientation and inter-functional 
coordination. For example, social media largely detects customer engagement activities. Marketers now make use 
of virtual communities, blogs, customer reviews and comments to engage customers, gather market and competitor 
intelligence, and execute social listening. Digital channels have empowered customers to choose what to follow, 
when, and what to do (Kotler, Kartajaya & Setiawan, 2017). The internet has opened a new era of electronic word 
of mouth (eWOM) that has the capacity to reach large numbers of networked customers in a short space of time 
(Alrwashdeh et al., 2019:513). According to Alrwashdeh. et al (2019), eWOM is more significant than brand image 
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in influencing consumer purchase intentions. Thus, market power has shifted from marketers to consumers, and it 
lies within social groups more than individuals (Kotler et al, 2017:6). However, it remains to be empirically revealed 
how this power shift influences market orientation, market sensing capabilitiesand market performance of SME agro- 


processors. 


Market sensing capability 


Market sensing capability is an outside-in capability that involves the active collection, interpretation, and distribution 
of market information (Day, 1994). The market-sensing capability consists of three sub-capabilities: sensing (obtaining 
of the correct market information); sense making (correct interpretation of market information), and response (the 
application of obtained insights in decision-making) (Amangala & Wali, 2020). The digital marketing environment 
demands that firms continuously monitor market changes and predict customer responses so that pre-emptive action 
is taken (Chinakidzwa & Phiri, 2020). Digital technologies empower marketers to sense and respond effortlessly to 
market needs (Setia, Venkantesh & Joglekar, 2013). Chinakidzwa and Phiri (2020) conceptualised e-market sensing 
capability as an imperative, incomparable and difficult to develop resource that stimulates and influences digital 
marketing and market performance. 


SMEs are good in market sensing capabilities. Extant research in the physical marketing environment show that 
SMEs are close to their customers, making it easy for the SMEs to comprehend their consumers’ unambiguous 
and prominent needs, nurturing the development and provision of products that meet customer needs and wants 
(Alshanty et al., 2019:733; Ardyan, 2016:84). However, research on market sensing capability in the digital marketing 
environment, and influence on market performance remains scarce. Further linkages between market orientation 
and market sensing capabilities from a digital marketing perspective needs exploration. The next section discusses 
market orientation and market sensing capability. 


Market orientation and market sensing capability 


There is debate on the classification of market orientation as a capability (Menguc & Ash, 2006). Market orientation 
and market-sensing capability are often considered as synonymous since they are conceptual related (Day, 1994); 
however, these two are different constructs (Olivarrieta, 1999). For example, Foley and Fahy (2004) narrowly perceived 
capabilities as resources that are valuable, inimitable and appropriable, and as such, treated market orientation as a 
marketing capability. However, market orientation on its own is unlikely to qualify as a dynamic capability (Menguc & 
Auh, 2006). Instead, market orientation is a valuable, rare and inimitable firm level resource (Day, 1994). A firm must 
be a moving target (Porter 1985), and this can only occur if a firm has active market sensing capabilities (Menguc 
& Auh, 2006). Chinakidzwa and Phiri (2020) conceptualised digital market orientationas a digital marketing asset 
that requires e-market sensing capabilities to execute digital marketing activities and contribute towards market 
performance. Market orientation reflects a culture that encourages organisational learning (Olavarrieta & Friedmann, 
2008) that is exhibited in market sensing capabilities. When market sensing capabilities are deeply entrenched in 
an organisation, all functional activities and organisational processes will be well focused towards anticipating and 
responding to fluctuating market demands ahead of competitors (Ahmed et al., 2017; Day, 1994). As a result, market 
sensing capabilities help in the design of programmes to enhance market orientation (Day, 1994). Market-sensing 
capabilities empower firms to extract customer preferences that may not be clear in the collected market information 
(Lankinen, Rokman & Tuominen, 2007). Creating continuous customer value is difficult if a firm cannot recognise and 


sense new customer needs (Gotteland et al., 2020). 


However, the relationships between market sensing capabilities and market orientation remain partially explained. 
For example, Amangala and Wali (2020) found market sensing capabilities to have no influence on the association 
between market orientation and customer satisfaction. This is despite the argument that market orientation reposition 
organisational focus to outside-in tactics through “market sensing and customer linking capabilities” (Day, 2011), thus 
influencing firm performance (Moorman & Day, 2016; Milfelner, Gabrijan & Snoj, 2008; Hooley et al., 2005). In view 
of the need to contribute to this discussion, and provide evidence from a digital marketing environment, the following 
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hypothesis was made: 
Hi Market orientation positively influences market sensing capabilities. 


The following section discusses the linkage between market orientation and market performance. 


Market orientation and market performance 


Extant research linking market orientation and market performance provides different outcomes. The differences 
in results could be attributed to different conceptualisations, measures and contexts. For example, one stream of 
literature provides empirical evidence of the direct positive influence of market orientation on market performance 
(Andreou et al., 2020:1; Amangala & Wali, 2020; Alshanty et al., 2019; Andotra & Gupta, 2016:807; Kirca, Tsiotsou & 
Vlachopoulou, 2011; Milfelner et al., 2008; Jayachandran & Bearden, 2005). The other stream found no influence of 
market orientation on market performance (Gotteland et al., 2020). 


In seeking to understand the market orientation and market performance linkage, different market performance 
conceptualisations exist, forexample customer satisfaction (Amangala & Wali, 2020; Kirca et al, 2005), sales (Gotteland 
et al., 2020), profitability (Chang and Chen, 1998; Day, 1994), customer satisfaction and loyalty (Alshanty et al., 2019; 
Kirca et al., 2005). Further, extant research shows that the relationship between market orientation and market 
performance is more pronounced in competitive environments (Andreou et al., 2020:1). Andotra and Gupta (2016:817) 
also found a moderate link between market orientation and performance. Chang and Chen (1998) established that 
‘market orientation had a strong and positive influence on both service quality and business profitability’. Milfelner et 
al. (2008) found market orientation to be a determinant of organisational achievement in new product development 
and capability to launch successfully new products. A market engrossed culture determines market, financial and 
innovation results (Moorman & Day, 2016). Tsiotsou and Vlachopoulou, (2011) found that market orientation has a 
“direct and indirect” effect on market performance. It indirectly affects market performance with e-marketing as an 
enabling variable. However, evidence of the influence of market orientation in digital marketing environments remains 
missing, particularly for SME agro-processors. Therefore, the following hypothesis was made: 


H?: Market orientation in a digital world positively influences market performance. 


Market sensing capability and market performance 


The linkage between market sensing capabilities and market performance remains elusive. Researchers continue 
to find conflicting evidence from different contexts. Three main streams of findings exist: one that provides evidence of 
a positive influence of market sensing capabilities on market performance; another that found no significant evidence 
of a positive association; and finally, studies that found an indirect relationship between market sensing capabilities 
and market performance. For example, Morgan et al. (2009) and Lindblom et al. (2008) found no evidence to support 
the influence of market sensing capabilities on profit growth. Aligned to these findings, Hernandez-Linares et al. 
(2020), Ardyan (2016:80) and Olavarrieta and Friedmann (2008) found no evidence of the influence of market sensing 


on overall firm performance. 


However, Lindblom et al. (2008) found evidence of a weak positive relationship between market sensing capability 
and company growth. In relation to the indirect relationship, Ardyan (2016) found market sensing capabilities to have 


a significant effect on speed to market and innovativeness. 


In the third stream of results, Ahmed et al. (2017); Osakwe et al. (2016) and Sugiyarti and Ardyan (2017) found 
market sensing capability to significantly contribute to SME profitability and market performance. Further, Alshanty 
et al. (2019:73) found that market sensing capabilities are important for SMEs’ improved performance that relies 
on learning-positioning. Good market sensing capabilities contribute to knowledge creation in SMEs (Alshanty et 
al., 2019:733). Considering that SMEs have a tendency to have great personal connections with their customers 
(Hernandez-Linares et al., 2020:8; Mhazo et al., 2012), market sensing may not create an exceptional or limited 
capability, but one that results in improved market performance only when complemented with extra resources 
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(Hernandez-Linares et al., 2020:8). These disparities call for more evidence from a different context. Therefore, the 


following hypotheses were made: 
H3 Market sensing capability influences market performance. 


H4 Market sensing capabilities mediate the relationship between market orientation and market performance 














Conceptual model 
FIGURE 1 
CONCEPTUAL MODEL 
Market sensing capabilities 
H, Hs 
Market orientation H2 Market performance 








Source: Authors’ own 


Model Overview 


The conceptual model summarises the relationships hypothesised in the previous sections. It shows that market 
orientation influences both market sensing capabilities and market performance. Market sensing capabilities then 
influence market performance. Market sensing capabilities mediate the relationship between market orientation 
and market performance. 


METHODOLOGY 


Context: The study was conducted in Harare, Zimbabwe. Respondents were drawn from SME agro-processors 
that were based in Harare. Harare was ideal for the study because of its capital city status and its high intensity 
of industrial activities. Internet connectivity, mobile penetration and financial inclusion are also high which made it 
reasonable to conduct digital marketing related research. 


Measurement scale: Constructs and measurement items for the study were adapted from previous literature (Kholi 

& Jaworski, 1990; Narver et al., 1998; Morgan et al., 2009; Vorhies & Morgan, 2005; Kirca et al., 2005; Sugiyarti & 
Ardyan, 2017). This helped obtain construct validity. Market orientation was based on questions adapted from Kholi 
and Jaworski (1990) and Narver et al. (1998) and the questions were linked to customer orientation, competitor 
orientation and inter-functional orientation. Market sensing capabilities questions were adapted from Morgan et 
al. (2009) and Vorhies and Morgan (2005) and questions addressed issues related to sensing, sense making and 
response. Market performance questions related to profitability, sales volume and market share, and were adopted 
from Kirca et al. (2005) and Sugiyarti and Ardyan (2017). A Likert scale was used on all the questions. The scale on 
market orientation and market performance ranged from 1—7 (completely disagree to completely agree) whilst the one 
for market sensing ranged from 1-5 (strongly disagree to strongly agree). For a detailed definition of measurement 
scales, refer to Appendix 1. 


Pilot testing: The questionnaire was pilot tested in two phases. In the first phase it was distributed to colleagues 
in the field of marketing research. This helped with face and expert validity. In the second phase, it was distributed 
to manufacturing SMEs who were chosen by the researcher using convenience sampling. Corrections to the flow of 
questions, clarity and typing errors were made after the pilot testing. 


Sample Size and Sampling: A sample of 298 respondents was drawn from SME agro-processors in Harare. SME 
agro-processors’ marketing managers, Owners or senior executives in charge of marketing constituted the target 
sample. These were chosen for their deep insights about marketing and performance issues. Managers are critical in 
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the implementation of market orientation because they have to identify and appreciate the value of market orientation 
and be able to communicate the value to all other employees (Kholi & Jaworski, 1990). Only one respondent per 
SME was chosen. A mixed sampling approach of stratified and quota sampling was adopted. This was necessary 
because a complete sampling frame could not be established in some agro-processors. Therefore, quota sampling 
was applied where no complete lists existed. Refer to Appendix 2 for detailed sample definition. 


Data collection: Quantitative data was collected using a closed-ended questionnaire. The questionnaire was 
administered using the ‘drop and pick’ approach. Respondents were first called or emailed (where contacts existed) and 
told about the questionnaire. However, where no prior contacts existed, respondents were visited at their workplaces. 
The establishment of contact before visiting enabled a good rapport between the respondent and researcher, since 
the respondent identified slots that he/she would be available. 


DATA ANALYSIS AND RESULTS 


A total of 298 usable questionnaires were received. The data was captured on a Microsoft Excel spreadsheet 
which was later uploaded to the SmartPLS3.2.1. Through the SmartPLS3.2.1 software, a partial least squares (PLS) 
structural equation modelling (SEM) was conducted. The SmartPLS3.2.1 software assesses the psychometric 
properties of the measurement model, and estimates the parameters of the structural model. The PLS-SEM was 
ideal in this study because of its high statistical power which is useful in a less developed or developing theory (Hair 
et al., 2019). 


The results are presented in two sections: 1) measurement model assessment and 2) structural model assessment. 
In the measurement model assessment, results of indicator loadings, reliability tests (composite reliability), convergent 
validity and discriminant validity are shown. In the structural model assessment, collinearity tests, results of the 
coefficient of determination (R?) and statistical significance are shown. It was important to follow these steps because 
the measurement model must be satisfactory before assessing the structural model (Hair et al, 2019:8). 


Measurement model assessment 


Results to assess the measurement model are presented in the sections 4.1.1 to 4.1.4. 


Indicator loadings 


The factor loadings (and cross loadings) of all indicator items to their respective latent constructs are shown in 
Table 1. 


TABLE 1 
FACTOR LOADINGS (BOLD) AND CROSS LOADINGS 








Market orientation Market sensing capability Market performance 
MO1 0.516 0.273 0.340 
MO2 0.524 0.300 0.320 
MO3 0.769 0.468 0.440 
MO4 0.621 0.363 0.371 
MO5 0.843 0.598 0.390 
MO6 0.944 0.590 0.520 
MO7 0.977 0.602 0.550 
MS1 0.617 0.933 0.553 
MS2 0.576 0.878 0.525 
MS3 0.438 0.751 0.502 
MS4 0.482 0.848 0.579 
MkS 0.505 0.587 0.920 
Prof 0.476 0.550 0.864 


Sal 0.550 0.600 0.967 
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Recommended loadings are those above 0.70 as they show that the construct describes more than 50 per cent 
of the indicator’s variance; therefore provide an acceptable item reliability (Hair et al., 2019:8). However loadings of 
0.60 are acceptable in exploratory research (Hair et al., 2019:15). The results in Table 1 show all items loaded on their 
corresponding constructs (bolded factor loadings) from a lower bound of 0.60 to an upper bound of 0.97, except for 
MO1 and MO2. Again, the items loaded higher on their respective construct compared to any other construct (i.e. the 
non-bolded factor loadings in any one row). Although MO1 and MO2 were below the recommended factor loadings, 


they were left in the model because they satisfied other quality tests. 


Reliability tests: Composite reliability 


Internal consistency reliability was assessed by composite reliability. The Cronbach’s alpha was not used because 
it is a less precise measure of reliability, as the items are unweighted (Hair et al., 2019:8). According to Hair et al., 
(2019:8), when assessing composite reliability, high values essentially show high levels of reliability. Accordingly, 
reliability values ranging from 0.60 and 0.70 are regarded as “acceptable in exploratory research,” and values ranging 
0.70 and 0.90 are considered “satisfactory to good”. Values above 0.95 and higher are considered problematic 
because they show item redundancy, thereby reducing construct validity. These high values may also indicate other 


problems, such as straight lining, which trigger inflated correlations. 


The results for internal consistency reliability assessments are shown in Table 2. 


TABLE 2 
COMPOSITE RELIABILITY, CORRELATIONS AND DISCRIMINANT VALIDITY 











Latent variables Sony peerten ET Market orientation Market performance gerne m ng 
Market orientation 0.902 0.581 0.762 

Market performance 0.941 0.842 0.557 0.918 

Market sensing capability 0.915 0.731 0.622 0.631 0.855 


The results in Table 2 indicate that items measured well on the composite reliability and the average variance 
extracted (AVE) tests. The composite reliabilities of the different measures in the model range from 0.90 to 0.94, 
which surpassed the acclaimed threshold value of 0.70 (Nunnally, 1994) and are less than the problematic range of 
0.95 and above (Hair et al., 2019:8). 


Convergent validity 


The AVE tests were conducted to give proof for convergent validity (Fornell & Larcker, 1981). Convergent validity 
refers to the model’s ability to explain the indicator’s variance. Bagozzi and Yi (1991) suggest an AVE threshold level 
of 0.5 as a signal of convergent validity. This means the construct describes at least 50 percent of the variance of its 
items (Hair et al., 2019). Therefore, measures of the three ‘reflective constructs’ can be said to have high levels of 


convergent validity, as shown in Table 2. 


Discriminant validity 


According to Fornell and Larcker (1981), discriminant validity is ‘the degree to which a construct is empirically 
different from other constructs in the structural model’. Fornell and Larcker (1981) proposed that “each construct’s 
AVE should be matched to the squared inter-construct correlation (as a measure of shared variance) of that same 
construct and all other reflectively measured constructs in the structural model”. The shared variance for all model 
constructs must not be higher than their AVEs. An acceptable AVE should be “0.50 or higher, indicating that the 
construct explains at least 50 per cent of the variance of its items” (Hair et al., 2019:8). 
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The results for discriminant validity tests are shown in Table 2. Consistent with the recommendations of Fornell 
and Larcker (1981) and Hair et al, (2019:8), the AVE for each measure exceeds 0.50 thus providing evidence of 
discriminant validity. Further, all the square root values of AVE were larger than their corresponding correlations, and 
therefore met the discriminant validity test, as prescribed by the Fornell-Larcker Criterion. The bolded elements in the 
matrix diagonals, signifying the square roots of the AVEs, are larger in all cases than the off-diagonal elements in their 


matching row and column, supportive of the discriminant validity of the scales. 


However, discriminant validity assessment such as Fornell-Larcker Criterion and (partial) cross-loadings, 
have been criticised for largely failing to detect a lack of discriminant validity (SmartPLS, 2020; Henseler et al., 
2015). According to Henseler et al. (2015), the heterotrait-monotrait ratio of correlations (HTMT) provides superior 
performance to the Fornell-Larcker criterion and the assessment of cross loadings. As such, constructs were further 
subjected to the HTMT criterion. The HTMT is defined “as the mean value of the item correlations across constructs 
relative to the (geometric) mean of the average correlations for the items measuring the same construct” (Hair et al., 
2019:9). According to Hair et al. (2019:9), discriminant validity problems are present when HTMT values are high. 
HTMT recommended values should “be <0.90 for conceptually similar constructs and <0.85 for conceptually different 
constructs” (Hair et al., 2019:15). The results indicated that all the constructs have HTMT values ranging from 0.5 to 


0.6 (less than 0.9) and as such confirmed the presence of discriminant validity. 


Structural model assessment 


The results for structural model assessment are presented in the following sections 4.2.1 to 4.2.3. 


Collinearity tests 


According to Hair et al. (2019:11) variance inflation factor (VIF) values above 5 are indicative of probable collinearity 
issues among the predictor constructs. Hair et al. (2019:11) further suggested that even lower VIF values of 3-5 may 
indicate collinearity problems and as such, recommended values close to 3 or lower. The results of collinearity tests 
using the VIF criterion showed that all the constructs have VIF values <2, thus collinearity was not a problem in the 


study. 


Coefficient of determination (R?) 


As collinearity was not an issue, the R? value of endogenous constructs was examined. The R? ranges from 0 to 1, 
with high values indicating a larger explanatory power. R? values of 0.75, 0.50 and 0.25 are regarded as substantial, 


moderate and weak respectively. However, the interpretation of R? is contextual (Hair et al., 2019:11). 


The results indicated that in terms of explanatory power, market orientation had an explanatory power of 38.7% 
on market sensing capability (R?=0.387) whilst the two constructs had a combined explanatory power of 44.2% on 


market performance (R?=0.442). 


Further, the results showed that, market sensing capability had an f? coefficient of 0.237 on market performance 
indicating a medium effect size. Market orientation had an f? coefficient of 0.079 on market performance indicating a 
small effect size whilst having an f? coefficient of 0.631 on market sensing capability indicating a large effect size. F? 
values higher than 0.02, 0.15 and 0.35 represent small, average and big f? effect sizes (Cohen, 1988 cited by Hair et 
al., 2019). 


Hypothesis Testing: Statistical significance 


Figure 2 shows results of the PLS-SEM. The model shows that market orientation and market sensing capability 


influence market performance. 
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The results in Table 3 also support Figure 2. Market orientation exhibited a statistically significant influence 
(t=14.02, p<0.001) on market sensing capability, whilst market sensing capability exhibited a statistically significant 
influence as well (t=7.10, p<0.001) on market performance. Market orientation had a statistically significant influence 
(t=3.537, p<0.001) on market performance. Finally, market sensing capability has a statistically significant mediating 


effect between market orientation and market performance (t=7.109, p<0.001). 


The results show that all tested hypotheses were accepted. 


FIGURE 2 
STRUCTURAL MODEL RESULTS 






Market sensing 
capability 7.101 





market share 


34.748 


47.990 


Market 
performance 


Source: Authors own from data analysis 


TABLE 3 
SUMMARY: SIGNIFICANCE TESTING RESULTS OF THE STRUCTURAL MODEL PATH COEFFICIENTS 











Hypothesis Path Path Coefficients t Values p Values Decision 
H, MO -> MS 0.622 14.021 0.001 Accepted 
H, MO -> MP 0.269 3.537 0.001 Accepted 
H, MS -> MP 0.464 7.101 0.001 Accepted 
H, MO -> MS -> MP 0.289 7.109 0.001 Accepted 





*MO=Market orientation *MS=Market sensing capability *MP=Market performance 


DISCUSSION 


Market orientation is an important determinant of market performance in the digital marketing world. The study 
revealed that market orientation significantly statistically influences market sensing capabilities in the digital 
marketing world. The influence of market orientation on market sensing capabilities was strong compared to the 
influence of market orientation on market performance. These results support previous studies by Amangala and 
Wali (2020), Alshanty et al. (2019), Kirca et al. (2005) and Tsiotsou and Vlachopoulou (2011) who found market 
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orientation to have both a direct and indirect effect on market performance. However, although market orientation 
directly influences market performance, the effect was weak compared to the influence of market orientation through 
market sensing capabilities (indirect effect). The empirical evidence on the relationships between market orientation, 
market sensing and market performance supports the argument that market orientation is a resource that must be 
applied to marketing capabilities for improved market performance (Chinakidzwa & Phiri, 2020; Day, 1994; Day, 2011; 
Olavarrieta & Friedmann, 2008; Moorman & Day, 2016; Milfelner et al., 2008; Hooley et al., 2005). 


Another important finding in this study was that market sensing capabilities positively influence market performance, 
and the influence was stronger than that of market orientation on market performance. This empirical evidence is 
contrary to Lindblom et al’s (2008) findings that there was a weak positive relationship between market sensing 
capability and company growth. Instead, we found a weak relationship between market orientation and market 
performance. Our findings support Osakwe et al’s (2016) and Sugiyarti and Ardyan’s (2017) findings that market 
sensing capability contributes significantly to SME profitability and market performance. These findings contradict 
Morgan et al. (2009) and Lindblom et al. (2008) who found no evidence to support the influence of market sensing 


capabilities on profit growth and overall firm performance (Ardyan, 2016; Olavarrieta & Friedmann, 2008). 


The study has contributed to literature by providing empirical evidence on the direct linkage between market 
orientation and market sensing capabilities. Another contribution is the linkage of market orientation and market 
sensing to market performance in a digital world. The paper further contributes to literature by extending the market 
orientation, market sensing and market performance discussion to the digital marketing environment, in a developing 
market. Particularly the results indicated that market orientation and market sensing are crucial for SME agro- 
processors in Zimbabwe as they engage in digital marketing. 


CONCLUSIONS AND IMPLICATIONS 


In the digital marketing world, market orientation influences market sensing capabilities and market performance. 
Therefore market orientation is an important market performance determinant that digital marketers must always 
develop. The market orientation — market performance linkage is however strong when mediated by market sensing 
capabilities. These conclusions imply that SME agro-processors must develop strong market orientation resources, 
and aim to influence market performance through development of market sensing capabilities. Ignoring the market 
sensing capability route would be futile as the direct market orientation — performance route is weak and therefore leads 
to less impact on market performance. Market orientation and market sensing capabilities remain relevant in a digital 
marketing context, and should be developed. SME agro-processors must always use digital marketing tools such as 
social media platforms to execute market sensing capabilities and to fulfill market orientation. For example, using 
social media, marketers can engage in social listening, intelligence gathering and co-creation activities and thus fulfill 
market sensing and market orientation. The government and industry support bodies including SME organisations, 
must create an enabling digital marketing environment. This includes digital infrastructure development, empowering 
agro-processors with digital skills for enhanced market sensing capabilities. Digital is no longer an option, instead it 
is the critical new driver of competitiveness and value creation. 


LIMITATIONS AND FUTURE RESEARCH 


As with every study, our study has its own limitations. First, the use of self-reported measures can be affected 
by response bias. Respondents tend to report what they think the researcher may want to hear. Responses are 
subject to respondent perceptions which might be different from actual market performance outcomes. The use of 
actual quantifiable performance data would have been ideal. Secondly, a cross-sectional study cannot truly identify 
market performance outcomes. Although arguably digital marketing must bring instant results, sales volume, market 
share and profitability take time to build. Instead, measures that could be easily and directly linked to certain digital 
marketing activities would have been ideal. Thirdly, the linkage between market orientation, market sensing and 
market performance remains elusive. There is a need for more studies in different contexts and industries. In addition, 
there is a need to test the linkage between market orientation and other marketing capabilities in a digital marketing 
context. 
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APPENDIX 1 


QUESTIONNAIRE MEASUREMENT ITEMS 


Market orientation measurement items 


“How well do the following statements describe your company?” 













































































[7 point scale (1=completely disagree (CD) to 7=completely agree (CA)] CD << — CA 
MO1 Our business objectives are driven by online customer satisfaction. 1 2/3;)4/)5)| 64] 7 
MO2 Top management regularly contact important customers. 1 2/3)4/)5]6] 7 
MO3 Managers understand how employees contribute to value for customers. 1 2/3)}4/5]64] 7 
MO4 Customers are targeted when we have an opportunity for competitive advantage. 1 2/3 }4)]5) 6) 7 
MO5 We achieve rapid response to competitor actions using digital channels. 1 2/;/3)4/5]6] 7 
MO6 Top management regularly discuss competitors’ strengths and weaknesses. 1 2/3)}4/5]6] 7 
MO7 Functions are integrated to serve markets. 1 2/3;)4/5]6] 7 

Market sensing capabilities measurement items 

[5 point scale: 1=strongly disagree (SD) to 5=strongly agree (SA)] SD D N A SA 
MS1 We actively track key e-market conditions and activities. 1 2 3 4 ) 
MS2 We always study e-marketing actions and activities of leading organizations in our sector. 1 2 3 4 5 
MS3 We study direct competitors to emulate their moves. 1 2 3 4 5 
MS4 We accurately anticipate (tell in advance) responses to actions that we take. 1 2 3 4 5 





























Market performance measurement items 


“Please indicate your firm’s performance over the last year relative to competitors in the primary market that you serve’ 


c) 





[1 = “very poor (VP)” to 7 = “outstanding (O)”] 


VP ——<—$<—_< O 





13a Sales volume 
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7.3.2 Market share 











73.4 Profitability 
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APPENDIX 2 
SAMPLE DEFINITION 


Major Agro-processor Classifications 


Manufacture of food & beverage products 


poles Sampling Approach Used 
215 Mixed: 1) Simple random sampling for 
Millers & Stock feed manufacturers (60 
selected). 
2) Quota Sampling for all other 
manufacturers (155 selected). 


Justification 


Sampling frame partly available - 
available for millers and stock feed 
manufacturers only. 





Manufacture of wood, wood related products and furniture. 


138 Quota sampling 


Sampling frame not available 





Manufacture of wearing apparel & textiles 


125 Quota sampling 


Sampling frame not available 














Manufacture of paper, paper products & printing 30 Quota sampling Sampling frame not available 
Manufacture of tobacco products 15 Simple random sampling Sampling frame available 
Manufacture of leather & related products 15 Census Small sampling frame (below 30) 
TOTAL SAMPLE SIZE 538 


Source: Adapted from UN ISIC classifications 
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ABSTRACT 





poo= 





The COVID-19 pandemic is challenging business confidence and sustainability globally. This paper explores the 
critical role of higher education institutions (HEls) in supporting retail businesses to capitalise on the realities of the! 
pandemic. Following a corpus-review approach, 147 articles on higher education, COVID-19, and retail that were | 
published from January to May 2020 were analysed. A constructivist grounded theory approach driven by a data 
coding process and qualitative analysis was adopted to identify underlying concepts for constructing appropriate 
responses. First-level coding identified substantive codes that were converted into broader abstract concepts, 
while a word-tree analysis identified the core theme. A series of codes were classified into reduced final concepts 
and dimensions using NVivo 12. Finally, a binary similarity index (Jaccard’s coefficients) was used to calculate the 
similarities between any two sets of substantive concepts. The results revealed three driving forces determining post- 
COVID-19 retail business survival and sustainability: quality, omni-channel retailing, and accountable management. | 
The demand for flexible and blended forms of life-long learning will require employee up-skilling and re-skilling, and | 
has increased the demand for short-term online courses. The future of retail businesses will depend more on science ! 
and technology that focus on the green economy, health and safety, and daily business operations. The future of 
retail relies on big data, artificial intelligence and automotive learning devices to act ex ante on expected changes 
in the retail ecosystem. More research is required on how to cultivate HEI partnerships to collectively develop a 
nodsphere capacity to protect the retail sector from micro and global challenges. 





Keywords: accountable management, constructivist grounded theory, COVID-19, higher education, 
omni-channel retailing, quality 
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INTRODUCTION 


Recently, Grewal, Roggeveen & Nordfalt (2017) found that five factors would shape the retail sector’s future, 


namely decision-making technologies and tools, visual display and merchandise offer decisions, consumption 
and engagement, collection and use of big data, and analytics and profitability. In addition, emerging trends were 
identified that would have a further compounding effect, for example the internet of things, virtual reality, artificial 
intelligence, robotics, drones and driverless vehicles. During the COVID-19 pandemic, these findings and trends 
developed rapidly and gained momentum. The outbreak highlighted the importance of health as an ecosystem factor 
that must be included in retail operations. The pandemic is increasingly fostering an awareness that retail businesses 
cannot continue to adopt a hands-on approach to cope with the consequences of COVID-19. Rather sustainability 
and success rely on a dramatic shift in operations and the full participation of stakeholders, including higher education 
institutions (HEIs), to support innovative ways of doing business and accelerating the demand for innovation. 
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Considering the above, HEls could play a crucial role in this new reality while remaining true to their core functions 
of nation-building, modernisation, community development, and a country’s self-development (Steynberg, Grundling, 
Liu & Li, 2020). This agency role is particularly important in serving its principal constituency, namely business, and 
especially the retail sector, in times of crisis. Consequently, this paper focuses on the current global crisis, COVID-19, 
which has resulted in a new kind of living and conducting business, and will challenge HEls to reflect on how to 
provide relevant value-added services. 


COVID-19, the disease and global business disrupter, is caused by a highly infectious new coronavirus (SARS- 
CoV-2). This new coronavirus caused a global pandemic, resulting in radical public and health policies and extreme 
country lockdown measures worldwide (La, Pham, Ho, Nguyen, P Nguyen, Vuong, Tran, Khuc, Ho & Vuong, 2020; 
Naicker, Yang, Hwang & Chen., 2020; Sawahel, 2020; Sutkowski, 2020). Even before the epidemic was announced 
on 10 January 2020, COVID-19 was already a major crisis in China, a crisis in the making abroad, and a pandemic 
that would threaten people’s daily economic, business, health, and social lives globally (Burke, Burton, Fishpaw, 
Greszler, Michel, Michel, Sheppard & Winfree., 2020; Khan & Razvi, 2020). COVID-19 is still not under control at the 
writing of this paper, and it continues to spread rapidly without a cure in sight (Abrami, 2020; Gong, Xiong, Xiao, Lin, 
Liu, Wang & Li, 2020). 


At macro-level, COVID-19 poses a huge threat globally due to the interconnectedness between the global economic 
and political systems, and also because little is known at present about this under-researched virus, its behaviour 
and effects (Maital & Barzani, 2020; Platje, Harvey & Bacchus, 2020). COVID-19 has already demonstrated its global 
impacts far beyond mortality and morbidity by signalling power shifts in the direction of Asian countries, shifts to 
automated production infrastructure, increased confidence in technology, reduced working hours, more emphasis on 
health and health care, and a decrease in business travelling (Al Omian, 2020; McKibbin & Fernando, 2020). It has, 
in addition, disrupted global supply chains and restricted transport within and between countries, resulting in a sudden 
worldwide resource scarcity (Bacq, Geoghegan, Josefy, Stevenson & Williams, 2020; McKibbin & Fernando, 2020). 
On the positive side, COVID-19 has created global opportunities for countries and nations to clean and green their 
economies, making them more sustainable, healthy and resilient (Guterres, 2020). 


In general, the COVID-19 outbreak led to expectations of a global economic meltdown. The impact of this meltdown 
differs from country to country and it has the greatest impact on countries with low per capita incomes. These countries 
rely on a small number of economic giants, and production is transferred to countries that benefit from economies of 
scale, while long supply chains increase weaker countries’ fragility. 


At micro economic level, many businesses with a limited product or service mix leave the extremely vulnerable 
behind in times of a crisis (Altbach & De Wit, 2020; De Alwis, 2020). The closure of production facilities as well as 
shops, restaurants, and hotels worldwide has not only increased unemployment, but has also adversely impacted 
economic growth, financial markets, national income, stock markets and government budgets. This, in turn, exerted 
pressure on pension funds and public goods and services (Platje, Harvey & Bacchus, 2020). The overall slowdown 
in the economy will lead to a contraction in the supply of goods and services in the short term, leading to a rise in the 
prices of goods and services. However, central banks are expected to have limited effect on stimulating economic 
demand because of already low interest rates. This could lead to significant contractions in the demand for goods and 
services, which could place downward pressure on prices and increase unemployment (Maital & Barzani, 2020). All 
in all, the net effect still necessitates further investigation, because some affected consumers may reduce spending 
or decide permanently against a particular spending, while other lost demand may be temporary, and only related to 
the pandemic. As the pandemic recedes, consumers may tend to catch up with their spending, such as spending on 
vacations (Maital & Barzani, 2020). 


On the other hand, the COVID-19 pandemic created new opportunities for building a productive workforce that 
exploits new and innovative approaches to hiring, training and retaining employees and assisting employees to 
succeed (Harker, 2020). Another positive effect is that most central banks have lowered their interest rates, enabling 
consumers to spend their money elsewhere, including on monthly bond repayments (Harker, 2020). Most importantly, 
an opportunity exists to drive economic recovery by focusing on “clean and green” jobs and business development in 
policy-making, financial support to businesses, and infrastructure provision (Guterres, 2020). 
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At the business level, COVID-19 has once again forced businesses to reflect more on a future characterised by 
agility, digitalisation, automation, and investment in renewables (Heading, 2020). There also is a need for more clarity 
on why the most job losses were experienced by Millennials (individuals currently between the ages of 25 and 39), 
who had also been adversely impacted in their early careers during the recession of 2008/9, followed by Generation 
X (individuals currently aged 40 to 54), and why those who are unable to work from home lost their jobs (IHE 
staff, 2020). McGuigan & Ghio (2020) warn businesses against over-reliance on a single global market, economic 
rationality, standardised business governance and accountability approaches. For this reason, globalised business 
monoculture became a risk vulnerability in favour of diversity and multi-cultural approaches to the production of 
ideas, system diversity and even economic diversity. The relentless presence of “wicked problems” confirms this 
point. Wicked problems (or baskets of problems), require simultaneous holistic solutions, as individual solutions are 
sometimes in conflict with one another. This forces business decision-makers to make trade-offs based on solution 
rakings, ethical notions, social choice, utility, and personal choice considerations. This may require the use of artificial 
intelligence capabilities (Mathur, 2020). With the opening up of Asian businesses, businesses from other countries 
can use the opportunity to observe what can be learned from the return to a new “normality” (Tonby & Woetzel, 2020). 


The retail sector experiences their own wicked problems. More specifically, the sector directly manages transactions 
between sellers and consumers, and was also severely affected by COVID-19, as many retailers temporarily closed 
their doors in response to either regulatory mandates or reduced consumer demand and/or supply chain disruption. 
Only a few remained open under strict constraints to render essential services to the market (Chapuis, 2020; Stephany, 
Stoehr, Darius, Neuhauser, Teutloff & Braesemann, 2020). The retail sector supply chain was also severely disrupted, 
as many products traded are not sourced locally (Fernandes, 2020). Furthermore, the COVID-19 outbreak in China 
also resulted in a considerable number of customers switching between retailers because of government-ordered 
business closures. It is still unknown whether this switching between retailers represents a temporary phenomenon 
or will continue, and if this is a general phenomenon. Nevertheless, the disruptions in the retail sector resulted in 
large-scale restructuring of the industry, bringing new retail formats into the retail system and more opportunities and 
choices for consumers (Li, Hallsworth & Coca-Stefaniak, 2020). 


To fulfil its agency role to support the retail sector, HEIs are responsible for generating and assimilating knowledge, 
working side by side with communities and businesses to craft effective responses in times of crisis, and engaging 
in shared endeavours to create substantive benefits for society and industry as a whole (Abrami, 2020; Yong, 2020). 
Although this stance is widely accepted in academia and even in business circles, the current COVID-19 pandemic 
raises questions regarding the practicality and value-added role that HEIs should play in times of crisis and paradigm 
changes. Scientific evidence and information about how businesses, especially retail businesses, should protect 
themselves in terms of well-being, resilience and efficiency, is alarmingly scarce. In this context, the aim of this paper 
is to present solutions in which HEls could rapidly capacitate retail businesses to achieve business survival and 
sustainability post-COVID-19. The aim gives recognition to the need of multi-stakeholder participation, ecosystem 
considerations and innovation demands of retail businesses to survive and thrive during and after crisis events such 
as COVID-19. 


RESEARCH METHODOLOGY 


This paper was developed while COVID-19 was still in the progressive phase and scientific knowledge of the 
pandemic was still in its infancy. The content is confined within a global health pandemic context that started late in 
2019 and caused worldwide crises and havoc, with its impact and consequences still escalating. Since the COVID-19 
pandemic represents an evolving crisis, a constructivist grounded theory approach was followed. 


Textual analysis from a corpus of publications was used (Quinlan, 2011) and focused on retail in its broadest global 
sense rather than on a particular type of retail or geographical context. This approach enabled the researchers to 
identify and create theoretical concepts about, in the first place, the needs of the retail sector in COVID-19’s living 
social context, and, secondly, about appropriate responses expected from HEls to guide the retail sector to survival 
and sustainability. By providing content to the identified concepts through an intensive coding of 147 articles covering 
the period from the beginning of January 2020 to the end of May 2020 the researchers were able to formulate 
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recommendations to HEls and retail institutions on capacitating retail businesses to ensure their well-being in terms 
of their survival and sustainability in an “in-construction” reality. This was done in full realisation of the fact that the 
impact of COVID-19 is distributed unevenly across countries, and that a detailed response plan requires substantial 
heterogeneous responses. However, the conclusions drawn provide useful information for both HEls and the retail 
industry to consider. 


A constructivist grounded theory approach was followed by not assuming the presence of a pre-existing reality 
according to which the retail industry should operate during and after the COVID-19 pandemic. Rather, the decision to 
adopt a constructivist grounded theory approach presupposes that reality is constructed by the meanings that social 
actors, in this case, retail and HEI actors and also meaning making of the researchers, ascribe to their experiences 
and observed phenomena (Mills, Bonner & Francis, 2006; Saunders, Lewis & Thornhill, 2016). 


The researchers used a data mining approach for data collection, data cleaning and processing, and analysis to 
obtain concise and practical insights from the available text data (Aggarwal, 2015). This was done to firstly contextualise 
the paper within a pandemic, global, economic, business, retail and HEI funnelling perspective. The ultimate aim is 
to explore how HEls can capacitate retail business well-being, resilience and efficiency in times of crisis. A broad 
heterogeneous corpus of articles of both scientific and practical value were identified by applying a Boolean search 
query approach using Google Scholar and Google search engines. The following keywords were used as singular 
search items and in various combinations with each other to provide an appropriate timeframe and target framework: 
Higher education, retail, business, government, COVID-19, 2020. Finally, the abstract of all publication files were 
scrutinized for appropriateness before selection for analysis. 


A corpus theoretical sample of 147 published files was selected from the entire corpus population of scientific and 
grey publication files published over the period January to May 2020 in reputable international HE newspapers and 
magazines for analysis. The use of grey publication files was done with the purpose of identifying novice ideas on how 
HE could respond to the post-COVID-19 retail environment. With the hope of encouraging more informed dialogue 
from more novel discoveries and contributing to academic and practical business discourse, a non-traditional data 
search approach was implemented. All qualitative text data was converted to a Word Version 10 or PDF format for 
coding and analysis. No dependencies were specified between any of the data records or data items, so the captured 
text data were of a non-dependency-orientated nature. This implies that the data records did not have any specified 
dependencies between either the data items or the attributes. During the coding process, relationships between 
codes were synthesized based upon the disciplinary knowledge of the researchers in the fields of economics, 
business economics, entrepreneurship and psychology, as well as the research team’s cumulative higher education 
experiences of more than 100 years. The compiled transformed data and relationships were captured in the NVivo 
Version 12 software program. 


In the first round, text data were coded into a substantive code classification, article by article, in sequence. 
The researchers identified types of articles for further data collection during the coding process and the first-level 
analysis. Each code represents a summative concept capturing the primary content of data under the name of that 
code (Saldanha, 2015). In text coding, there is always the possibility of coding text into multiple classifications, 
with the result that some substantive codes are not mutually exclusive (Bramer, 2007). In order to improve code 
classification accuracy, the researchers used two qualified social scientists as coders, who had to reach consensus 
before the text was classified into a particular substantive code. In cases where there was still double coding, thus 
overlapping, the researchers reflected and engaged in an encoding process to merge and rename the resultant 
code with a more appropriate name. The coding process entails more than just labelling codes. It also implies linking 
concepts by determining the relationship between concepts. For example, in this research, information construction 
and technology in higher education was associatively linked to data and technology in the retail sector. 


There are also words that are repeated in different codes. As a result, the researchers engaged in a search 
process for possible patterns in the data. According to Saldanha (2015), patterns in data may occur due to regularity 
or similarity. The researchers conducted cluster analysis using Jaccard’s coefficients to identify patterns in similarity. 
The purpose of the cluster analysis was to determine the core abstract concepts that HEls could use to capacitate 
retail businesses’ well-being in times of crisis. Guided by the values of the Jaccard’s coefficients, the researchers 
determined the scope of the content to be addressed under each identified core concept. The researchers also relied 
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on the weight of significant words in the text and the researchers’ code definitions. The frequency of words appearing 
in a word tree, for all substantive codes were determined to identify the core theme (concept) on how HEls could 
capacitate retail businesses in times of crisis, while word frequencies within a code were used to describe the core 
meaning of the code. The five most frequently used words were used to formulate the core theme. 


DISCUSSION OF FINDINGS 


The findings on the impact of COVID-19 on global retail and how HEls could capacitate the retail sector suggest 
that the pandemic needs to be understood both from the perspective of a strategic and operational ecosystem and 
from a content priority perspective. The results cast new light on the consequences of underestimating prospects in 
an eco-environment, while at the same time demonstrating how ecosystem factors can quickly change the expected 
behaviour of all participating actors during and after the event. 


Strategic and operational eco-system perspective 


The cause of the COVID-19 pandemic can be seen as an ecosystem factor affecting the well-being and sustainability 
of retail businesses worldwide. While the researchers acknowledge that an economic lockdown on this scale was 
unforeseen, it can be speculated that retail businesses were not adequately prepared for integrating crisis-related 
ecosystem factors such as the COVID-19 pandemic into their strategic and day-to-day operational decisions. They 
were thus caught off guard and unable to respond to drastic and rapid changes and challenges in the business 
environment. The effects are apparent in mass layoffs, staff reductions, temporary closures, supply chain disruptions, 
reduced consumption of non-essential products and services, production interruptions, financial vulnerability of retail 
businesses, and concerns about employee and consumer health. These effects are expected to be long-lasting. 


The above effects should be minimised as far as possible, and, more importantly, should be harnessed to 
improve the resilience, efficacy and sustainability of retail businesses post-COVID-19. To this end, retailers would 
need to improve their predictive decision-making ability and increase their market awareness. This interpretation 
is in line with the views of Ozden & Giirlek (2020) and Zhang & Watson (2020), namely that the meaningful use 
of unstructured, diverse, related and unrelated data, trends and other kinds of observed data requires better and 
consistent sense-making and insight. Sense-making and insight capabilities should be improved and extended, and 
resource-searching and sense-making recommendations should be provided to retail businesses operating in a 
crisis environment (outside-in effects), or experiencing a crisis caused by endogenous factors. This calls for greater 
reliance on artificial intelligence capabilities created through machine learning. Machine learning techniques can offer 
structure to data, uncover complex relationships, and improve the predictive performance of data, especially in times 
of crisis. In essence, this means that retail businesses require digital transformation and implementation. When the 
first crisis signals are detected via virtual and real change agents, such transformation to greater reliance on artificial 
intelligence could provide immediate personalised advice and assistance to retail businesses. The data based on 
these signals could be related to anticipated demand, automated store operations, automated product assortments 
and automated supplier renegotiations, amongst others. This challenge has brought about profound responsibilities 
for HEls to provide the retail sector with more talented people who are technically well-prepared to become effective 
big data insight consumers and make the right decisions. According to Dekimpe (2020), this brings into question a 
topic that still requires further research, namely whether computational skills should be emphasised more in retail 
curricula, so that students will be just as comfortable with algorithms and data analysis than with retail domain-specific 
insights. 


The domain-specific content concepts identified in this research are presented in hierarchical order in Table 1, and 
addressed briefly in the following paragraphs. These concepts are intended to provide a conceptual understanding 
of emerging retail priorities worldwide, and could be used for theory building in subsequent studies. Therefore, 
conceptual understanding remains relevant in the context of the recognition that data-driven capabilities still need a 
sound conceptual understanding of retail. This can be achieved if future academic research is guided by the short- and 
long-term impact of COVID-19 on both consumer behaviour (Roggeveen & Sethuraman, 2020) and retail networks. 
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The central key concept derived from the research can be labelled “Comprehensive Retail Network Compliance”. 
According to the findings of this research, the key message of “Comprehensive Retail Network Compliance is that a 
retail business needs to be accountable for how its decisions and actions comply with total product and service quality 
requirements that may influence the well-being of both the business and the members of its dispersed retail network. 
This core concept emerged as a necessity for the retail sector during the COVID-19 pandemic, but also to improve 
the resilience (the ability to recover after adversity) and efficiency (to do the right things right) of the retail sector post- 
pandemic. According to Chen (2019), networks have enormous market power that can easily be exploited, particularly 
in the field of digitalisation and machine learning. The research revealed three important domains that require special 
attention to ensure the well-being of the retail sector, network members and consumers, namely quality, omni-channel 
retailing, and accountable management. A key ingredient of retail business competitiveness in the post COVID-19 
period will be to ensure that the interests of retailers, network members and consumers are protected and supported. 
This must be achieved within and across an open and interconnected system approach, and in collaboration with 
various stakeholders, including HEIs, who need to provide the right talent and technical expertise to the retail sector. 


The problems faced by the retail sector and industry may force HEls to refocus from a supply-side service delivery 
approach to a more demand-side approach dominated by market demand. This shift would not only affect curriculum 
content, but also influence instructional modes and programme composition. The challenges faced by HEls are even 
more arduous because the pace of change is so fast that the traditional education structure cannot be maintained, 
as students will need to learn what they need when they need it. This type of learning depends heavily on the 
development of artificial intelligence algorithm learning capabilities that provide students with personalised, engaged, 
and reflective learning opportunities (Krishnamurthy, 2020). 


This key conceptualisation stands on the three critical pillars of quality, omni-channel retail and accountable 
management. Although these three concepts are not new in retail literature, COVID-19 has undoubtedly accelerated 
the need to adopt and integrate these transformative models into any retail business model and day-to-day retail 
operations. In the first place, these transformative models rely on the availability of and accessibility to information 
from digital media, social media, big data and other emerging technologies, artificial intelligence, and virtual reality 
(Cai & Lo, 2020). Thus a need exists to avail information across consumers to provide data about purchase behaviour 
and consumer trading, across products to offer information about products and product properties, across time to give 
information on stocks, stock-outs and purchase trends across time periods, across geo-spatial locations to provide 
information to hyper-target customers and information about network channels relating to online and offline retailing. 
Secondly, accountable management practices must be implemented that make provision for consumer protection, 
responsible data management and the establishment of resilient and efficient supply chains. Lastly, the focus of all 
retail activities must be vested in quality. 


The discussion of the major findings is presented on the basis of the content presented in Table 1, which shows 
the hierarchical needs of retail post-COVID-19. 


Quality 


Although the Total Quality Management (TQM) concept based on the continuous improvement of all aspects of 
the retail sector remains important in the face of increasing competition and consumer demands, three new concepts 
emerged from the findings. Firstly, COVID-19 has prompted a greater awareness of product quality than ever before. 
Secondly, there is a growing demand for promotional savings, and, thirdly, a higher demand for goods with increased 
longevity can be seen. Typical product attributes include non-iron, stain- and scuff-resistant materials, as well as 
environmentally friendly and “at its best” products that support healthier and “good for you” lifestyles. The economic 
effect of the pandemic on household income and disposable income has given rise to consumers demanding more 
product-saving promotions. Therefore, in considering the health and cost savings of consumers, collective promotional 
sensitivity is required during and post-COVID-19, as a result of stronger “social herding behaviour’, which strongly 
correlates with safety and confidence in product quality (Khan, 2020). 
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TABLE 1 
HIERARCHICAL NEEDS CLUSTERS FOR THE RETAIL SECTOR 











Coreconcept First order concepts Second order concepts Thirdorderconcepts Content 
1. Quality ¢ Money saving promotions 
¢ Product longevity 
¢ Shelf-life 
2.  Omni-channel retailing Sales approach Interaction intentions ¢ Less physical interaction 


¢ Expand consumer base (Promotion) 





Channel characteristics  » Early movers benefit 
¢ Online shopping 
¢ Smaller outlets benefit 
¢ Focus on technological savvy 
* Convenience and speed 
¢ Healthy, green and quality products 
* Comparisons 
¢ Expand reach 
¢ Growing options 
« Product shortages 





Transaction features * Check-out free shopping 
¢ Process shoppers quickly 
¢ High volumes 
¢ Rapid turnover 








Customer practices ¢ Employee and customer distancing 
¢ Changing customer routines 
3. Accountable Management Supply chains * Cost 
+ Lead times 


¢ Material and stock management 
* Resilience vs efficiency 

¢ Distribution channels revised 

* Movement to retail buyers 

¢ Expand local services 


Comprehensive Retail Network Compliance 





Demand management Customer Safety * Social distancing 
¢ Hygiene measures 
¢ Antibacterial properties 
¢ Supply chain safety 





Data ¢ Customer buying patterns 
¢ Artificial intelligence data 
¢ Machine learning 
¢ Customer-relationship 
* Sales data 





Technology ¢ Mobile transfers (Mobile phones) 
¢ QR and Bar Coding 
¢ Virtual fitting with needs 





Omni-channel retailing 


The research findings correspond to the essential nature of omni-channel retailing defined by Verhoef, Kannan & 
Inman (2015:176) as “the synergetic management of the numerous available channels (i.e. online, off-line, blended, 
pick-up options and so forth) and customer touchpoints, in such a way that the customer experiences across channels 
and the performance over channels are optimized”. This type of retailing is already a popular and widely accepted 
retail approach (Cai & Lo, 2020). In alignment with and in addition to the views of Haines (2020), online shopping will 
stabilise at far higher rates pre-COVID-19, new consumer purchasing trends will emerge, home delivery will increase, 
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the demand for automation will be greater, and the greater emphasis on local micro-fulfilment strategies will provide 
more concrete clarity for the sales approach and customer practices of the retail sector. 


Sales approach 


Changes to the sales approach will be visible in three domains, namely interaction with customers, channel 
characteristics and transaction features. 


Interaction with customers — The findings revealed that omni-retailing will continue to gain strength as consumers 
have less need to experience physical in-store interaction because of COVID-19. Due to a decline in non-essential 
retail activities during COVID-19, retailers are considering new ways of attracting and expanding their customer 
base, even globally. The changing needs of customers and retailers’ need to expand the customer base, provides a 
reasonable argument for the use of omni-retailing. Therefore, the new sales approach supports the view of Haines 
(2020), who urges retailers to procure more Goods-to-Person (GTP) technologies in order to ship a greater variety of 
goods, thus expanding the customer base in a shorter time. If retailers were to take advantage of these technologies, 
it could become a powerful promotional strategy. 


Channel characteristics — The results revealed that early or first retail movers, especially smaller retail outlets, not 
only benefit from providing online shopping opportunities, but simultaneously add new benefits, such as convenience 
and speed, to what is offered. This requires developing smart supply chains that build on smart technologies. As 
technological knowledge grows, the reach of all participants in the channel is expected to expand, particularly those 
committed to providing healthy, green and quality products. It is envisaged that, in the distribution of goods post- 
COVID-19, transport vehicles will be equipped with connectivity, fleet-greening infrastructure, and even autonomous 
driving capabilities to comply with the vehicle-to-everything principle, such as vehicle-to-safety, vehicle-to-energy, and 
vehicle-to-customer identification, vehicle-to-retailer indication, and vehicle-to-geographical space adaption principles. 
It is evident that maximising social and environmental safety and benefits will be given top priority post-COVID-19. 
These new additions to the retail channel system will provide consumers, and especially the local community, with 
enhanced and extensive purchasing opportunities. 


Transaction features — The findings revealed that transactions in the retail sector are characterised by demands 
for check-out free shipping and quicker processing of customers, and focus more on high shopping volumes and 
assortments, resulting in high turnover. Where consumers visit retail stores physically, significant investments in 
safety and epidemiological protective equipment would be required to secure a human-saving eco-system in the 
store. 


Customer practices 


Clearly, consumer consumption patterns have changed as consumers became more aware of the usefulness and 
ease of use of products, trust in retailers, and retailers’ awareness of compliance with hygiene and safety measures 
such as physical distancing. In addition, Pantano, Pizzi, Scarpi & Dennis (2020) assume that as consumers reassess 
their established habits, retailer switching may occur post-COVID-19. Consumer habits could change, taking into 
account spatial proximity, availability during emergencies, attachment to retailers during a pandemic, and the discovery 
of services that offer benefits they did not use before the pandemic. The findings also indicate that consumers who 
switch to online shopping will largely remain online or shift to small local retailers or supermarkets. Retailers also 
need to accommodate the fact that consumers’ discretionary income will be lower for some time, and that they could 
therefore postpone certain types of purchases and become more sensitive to value-for-money purchases. The post- 
COVID-19 era will once again bring to the forefront a need for studies to examine own and cross-price elasticities 
to identify new consumer substitution patterns and reallocations. Such studies may be important, as past estimates 
do not provide a true reflection of post-COVID-19 realities. Lastly, consumers who are classified as high-risk groups, 
like the elderly, are more likely to change their consumer behaviour to comply with regulations and health and safety 
standards. 
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Accountable management 


Accountable management refers to public accountability to all stakeholders as it relates to the operations within 
the business itself, the supply chain and the management of demand. In the operation of retail businesses, more 
emphasis will be on measures to protect the health of customers and employees, educating employees, and the need 
to disseminate more health-related information to all stakeholders. This ensures that businesses comply with the 
expected code of conduct. In all supply chain activities, such as cost, material, inventory, distribution and lead time 
management, it is envisaged that the new balancing norm will be a trade-off between the resilience indicators and 
efficiency criteria. On the other hand, demand management will be driven by greater reliance on data and information 
technology, with more emphasis on consumer safety. 


Content priority perspective: the role of higher education 


Acore function of HEls is to assist in ensuring the readiness of retail businesses before, during and after a pandemic 
or crisis. This view is supported by Brandenburg, de Wit, Jones & Leask (2019) that HE has an obligation to society 
through its research, teaching and learning engagements and the involvement of all actors in the business-HE system 
to produce knowledge that can be applied in various contexts. The findings revealed that the retail labour market 
faces an increasing demand for flexible and blended forms of lifelong learning that proceed beyond initial education, 
focusing more on the upskilling and reskilling of employees, especially in preparation for the digital economy, and 
providing more short-term online courses. This requires a shift from the supply side focus of HEls to being more 
demand driven. Therefore, HEls need to be more involved in active and diverse labour market programmes that 
respond more appropriately to global developments and crises (Grigoli, Koczan & Topalova, 2020). This necessitates 
rethinking the conventional role of HE to adapt to new conditions and social reforms post-COVID-19. Amongst others 
HE will have to build capacities to enable scholars to collaborate on life-world problems in the retail environment, 
enhance its competitive advantage in information technology, cater for students to freely select education options as 
smart consumers and respond to the discourse of the fourth industrial revolution (Peters, Rizvi, McCulloch, Gibbs, 
Gorur, Hong, Hwang, Zipin, Brennan, Robertson, Quay, Malbon, Taglietti, Barnett, Chengbing, McLaren, Apple, 
Papastephanou, Burbules, Jackson, Jalote, Kalantzis, Cope, Fataar, Conroy, Misiaszek, Biesta, Jandri¢é, Choo, 
Apple, Stone, Tierney, Tesar, Besley, & Misiaszek, 2020.). As such, HE cannot be restricted to a nation centric retail 
approach. 


The results emphasise the greater dependency post-Covid-19 of retail on science and technology. HEls will play 
an increasing role in supporting and preparing the retail sector to participate and contribute to a clean and green 
economy, safeguarding consumer and employee health, and empowering all stakeholders in the retail chain with 
the dissemination of relevant health information as part of their daily operations. The level and types of technology 
required, such as big data and artificial intelligence, as well as rapid changes in the retail sector, will compel HEls 
to participate actively in this sector, not only by providing talented participants, but also by ensuring that the correct 
capabilities are provided when needed. In order to fulfil this responsibility, HEls will have to assess how to align their 
traditional supply-driven curriculum offerings with the new demand-driven challenges. In the authors’ view, a shift 
towards the development and use of automotive learning devices that enable self-driven, participatory, reflective, 
and lifelong learning is required. In addition, HEls will develop artificial intelligence technologies through machine 
learning research, which could provide retailers with ex ante guidance on expected changes and decisions in the 
retail ecosystem, retail channels, consumer behaviour and competition, and offering the proper product and service 
mix. Hence, HEls need to engage more with retailers to seek new and innovative business models for sustainable 
development, in the event of major operational disruptions caused by crisis. 


DIRECTIONS FOR FUTURE RESEARCH 


Since the findings of this research cover a short period in an unprecedented crisis, there is a need to assess 
whether permanent or temporary changes occurred in consumer demand and habits. More applied research is 
required to determine how HEls could position themselves to provide individual and immediate assistance to retailers 
in the framework of a multi-party stakeholder interest with multiple competitive influences. Since most HEls are 
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unable to address all retailers’ needs in a comprehensive manner, more research is required. Such research should 
explore how to foster effective HEI partnerships to collectively build a nodsphere capacity that shapes and changes 
global challenges, and protects lives and livelihoods as well as national economies, including the micro challenges 
and protection needs experienced in the global retail sector. Moreover, research is required to assess whether HEIs 
have gained or lost the respect of science and technology providers in times of crisis, and what measures need to be 
taken to maintain or regain institutional respect. The latter is important because, despite advancements in science 
and technology, humanity remains vulnerable. 


CONCLUSION 


The global retail sector is experiencing radical transformation as a result of the technological and digital revolution, 
and is developing rapidly due to the COVID-19 pandemic, which caused a simultaneous demand and supply challenge. 
Some of the expected retail-sector changes are structural changes that will continue for a long time. This requires 
retailers to use more sophisticated and accurate analytical procedures. In this, HEIs can contribute by providing the 
retail industry with talented people who have the insight and capability to interpret big data, develop appropriate 
automotive technology, respond appropriately to ecosystem factors, understand the geopolitical circumstances of the 
local environment, and provide guidelines to model changes in consumer behaviour. 


The core focus of the retail sector should be to ensure full compliance with comprehensive retail network 
requirements. The growing online retail trend is expected to continue and therefore there is a need for further research 
to determine whether online retailing will become more localised in terms of territorial space and distance as a result 
of better knowledge of local health-related circumstances and support of retailers in close proximity. 


The challenges discussed in this paper do not intend to introduce a new discourse for HEls. On the contrary, it 
serves as a reminder to HEls to remain true to their core functions of nation-building, modernisation, community 
development, and the self-development of a country. To remain relevant and provide value-added services in times 
of modernisation and crisis call for a review of what needs to be done and how to engage in shared participation with 
stakeholders. 
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Research purpose: This paper explores how companies in the South African retail sector are reporting to their 
stakeholders across communication channels during the COVID-19 lockdown period with a focus on the financial 
implications the pandemic has had on the retail sector. The study examines how companies use different communication 
platforms to provide stakeholders with material information about how the effects of the pandemic on the retail sector 
are being managed and what communication platforms are available. 

Motivation for the study: Recognising the topical nature of COVID-19, it is important to establish how companies 
are responding to this crisis and what communication channels are being used to disseminate information to 
stakeholders. This study provides an emerging COVID-19 communication matrix which can be used to assess a 
company’s response to the pandemic and communication strategies which are prevalent. This will allow companies 
to identify and use different strategies based on their governance and communication objectives. It will also provide 
a framework from which further research can be conducted on communication strategies and, ultimately, lead to the 
integrated report and disclosures pertaining to the impact of the pandemic. 

Research design, approach and method: This paper utilises a mixed approach to explore how companies in the 
South African retail sector report to the stakeholders across primary and secondary channels of communication. 
Main findings: Retailers which have suffered the greatest decline in market capitalisation over the lockdown period 
can employ three different reporting strategies. The first entails an adaptation and conformance strategy. The second 
strategy limits the extent of reporting targeted at financial capital providers on the primary platform in favour of 
disclosures targeted at the general body of stakeholders to maintain confidence. The third strategy is described as a 
wait-and-see approach. For companies which have suffered the lowest decline in market capitalisation, the objective 
is to keep a low profile. 

Practical/managerial implications: The level of reporting across communication channels selected during a crisis 
will impact the company’s transparency and accountability to stakeholders and its ability to achieve the desired 
legitimacy outcome. 

Contribution/value-add: Organisations can use the emerging COVID-19 communication matrix as a starting point 
to understand which communication strategies can be employed during a crisis. 


Keywords: COVID-19; retail sector; stakeholder communication; legitimacy 
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INTRODUCTION 


The Coronavirus (COVID-19) pandemic has caused major disruptions in social and economic activity across the 
globe. The South African government responded to the spread of the epidemic by replicating international practice- 
imposed restrictions on the sale of non-essential goods including clothing, home appliances, furniture, alcohol and 
cigarettes (SACoronavirus, 2020). This has resulted in the temporary closure of many businesses, especially in the retail 
sector, necessitating communication channels. 


The governing bodies of the retail companies are responsible for monitoring and providing oversight on changing 
financial, operational, compliance and reputation risks, opportunities and strategies (IOD, 2016). This is especially true 
in the context of the pandemic. The trading restrictions imposed by lockdown regulations because of COVID-19 poses 
an imminent threat to business continuity and how organisations respond to the crisis will have important implications 
on their legitimacy. Companies in the retail sector will need to report effectively on how they are managing the impact 
of COVID-19 on their customers, suppliers and broader business model in order to maintain the confidence of investors 
and stakeholders (consider De Villiers & van Staden, 2011; Cho, Laine, Roberts & Rodrigue, 2015). 


In the above context, the objective of this paper is to explore how companies in the South African retail sector are 
reporting on COVID-19 to their stakeholders. The research outlines the financial impact of the pandemic on the sector 
(gauged in terms of reduced market capitalisation) and how retail companies use the Stock Exchange News Service 
(SENS) announcements and details posted on corporate webpages to provide stakeholders with material information 
on how the effects of the pandemic are being managed. 


THE COVID-19 PANDEMIC 


South Africa’s response to the COVID-19 pandemic was quick and strict, based on the speed of the lockdown 
implementation and accompanying regulations (Ramaphosa. 2020b; Stiegler & Bouchard, 2020). Within weeks from 
the first confirmed case of COVID-19, the President announced that (1) ports would be closed, (2) certain visas would 
be revoked alongside travel bans, (3) declared a state of national disaster and (4) a 21-day full national lockdown 
(Ramaphosa, 2020b). This reflects a co-ordinated response. The government also set up a centralised information 
dissemination website (https://sacoronavirus.co.za/) and began regular national broadcasts — something unusual in the 
South African context. The message was immediately clear that COVID-19 posed a serious social and economic threat 
and the government’s priority is the protection of its citizens and their health (Ramaphosa, 2020b). This centralised 
response is in line with expectations of governmental responses to significant unforeseen crises (Singh, 2020; McConnell, 
2003). Key dates are provided in Table 1. 


TABLE 1 
KEY DATES IN THE COVID-19 PANDEMIC 














Date used for share price’ Event 
13/01/2020 China announces first COVID-19 related death on Saturday 11 January 
05/03/2020 The first COVID-19 case is detected in South Africa 
11/03/2020 WHO? declares COVID-19 a pandemic 
15/03/2020 National State of disaster is announced in South Africa on Sunday 15 March 
23/03/2020 National Lockdown is announced in South Africa commencing on 27/03 
17/04/2020 First extension of Level 5 national lockdown by a further 2 weeks 
30/04/2020 Lockdown Level 4 (one month) with high restrictions on economic activity 
25/05/2020 This is used as the “end date” for obtaining data for the study 
1 Please note that if the key event date falls on a weekend, the first date that the market opens after that date is used for the purposes of determining 


the share price. 
2 World Health Organisation. 
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In terms of support, a fiscal and monetary package valued at roughly ZAR800bn was announced. This is being funded 
by (1) reallocating from non-urgent and non-priority projects, (2) providing government guarantees, (3) transferring money 
from social security funds, (4) borrowing additional funds and (5) altering interest rates (National Treasury SA, 2020). 
By 11 May, over R11bn had been paid under the Temporary Employer/Employee Relief Scheme (TERS) (Department of 
Employment and Labour, 2020). From a retail sector perspective, this funding will support companies through distress 
funding, tax reliefs, labour and employment benefits for retrenched employees, Block Exemptions to provide payment 
holidays/rental discounts for tenants, as well as bridge financing and loans for qualifying companies (White & Case LLP, 
2020). The companies within the ambit of this study will have access to these financial relief measures which will assist 
in bridging the liquidity constraints during the lockdown regulations and support companies, however, liquidity and going 
concern issues will still be prevalent. 


Table 2 provides a breakdown of how the R800bn will be utilised. Over 72% of the package will not require direct 
cash disbursements. This also reduces the administrative burden (and costs) required to operationalise the package. 
More detail on the allocation will only be available when the Finance Minister tables his updated budget in Parliament . 


TABLE 2 
BREAKDOWN OF SA’S FISCAL AND MONETARY RESPONSE TO COVID-19 











Allocation Amount (ZAR million) Percentage 
South Africa Reserve Bank interventions 300 000 38% 
Credit guarantees scheme 200 000 25% 
Job creation and support for SME and informal businesses 100 000 13% 
Tax and other levy payment holidays 70 000 9% 
Vulnerable household support (6 months) 50 000 6% 
Wage protection (UIF) 40 000 5% 
Health and frontline services 20 000 3% 
Municipality support 20 000 3% 
Total 800 000 





PRIOR RESEARCH AND THEORY 


Different theoretical frameworks have been applied when examining how organisations faced with a crisis 
communicate with their stakeholders. Examples include attribution theory (Coombs, 2007a), framing theory (Benford & 
Snow, 2000) and, building on these, situational crisis communication theory (SCCT) (Coombs & Holladay, 2002). The 
latter is concerned with how different communication strategies are employed to manage views and expectations. The 
objective is to ‘shape attributions of the crisis, change perceptions of the organization in crisis and reduce the negative 
effect generated by the crisis’ (Coombs, 2007b, p. 171). Legitimacy theory provides a related framework. 


Legitimacy theory has been used extensively to explain how companies internalise and respond to adverse facts, 
circumstances and conditions to ensure the continued support of powerful constituents (e.g. Patten, 2002; Cho, 2009; 
Vourvachis, Woodward, Woodward & Patten, 2016; Dube & Maroun, 2017; Corazza, Truant, Scagnelli & Mio, 2020). The 
theory has been used extensively by business researchers to examine how companies vary their communication with 
stakeholders, paying particular attention to the nature, scope and extent of disclosures included in annual, sustainability 
and integrated reports (De Villiers & van Staden, 2006, De Villiers & Maroun, 2018). As a result, legitimacy theory is well 
suited for exploring how companies are using details on their corporate webpages and SENS announcements when 
faced with the effects of the COVID-19 pandemic and the resulting lockdown. 


Legitimacy theory in brief 


Legitimacy is ‘a generalised perception or assumption’ that an organisation’s actions resonate with a socially 
constructed value system and are, as a result, desirable or appropriate’ (Suchman, 1995). Legitimacy rests heavily on 
subjective and collective assessments of powerful stakeholders so legitimacy is best described as socially constructed 
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(Ashforth & Gibbs, 1990, Corazza et al., 2020) and is the result of an informal contract between companies and their 
stakeholders (Deegan, 2002; Maroun 2017). 


Legitimacy theory can be viewed from an institutional or a strategic perspective. The former frames legitimacy as a 
product of deeply held beliefs, cultures and values over which an organisation may have little control (Meyer & Rowan, 
1977, DiMaggio & Powell, 1983; Corazza et al., 2020). In contrast, legitimacy can be interpreted as a type of strategic 
resource which can be managed to gain and maintain the support of key constituents (Suchman, 1995). Corporate 
reporting is a key part of this process. 


Application of legitimacy theory to corporate reporting 


Like SCCT, legitimacy theory suggests that an organisation can manage what and how it discloses information to 
stakeholders to inform, iterate or change their perceptions, especially when dealing with a crisis (O'Donovan, 2002; 
Brennan & Merkl-Davies, 2014; Beck, Dumay & Frost, 2015; Corazza et al., 2020). For example, after the Deepwater 
Horizon disaster in 2010, affected organisations increased the number of environmental disclosures dealing directly and 
indirectly with the disaster in an effort to allay stakeholders’ concerns, appear responsive to the environmental damage 
and avoid a loss of public confidence (Summerhays & De Villiers, 2012). The same reporting strategy was followed by 
organisations implicated in the Exxon Valdez (Patten, 1992, 2002) and Erika (Cho, 2009) oil spills in 1989 and 1999 
respectively. Similarly, in the aftermath of the Marikana crisis in 2012, Lonmin has relied extensively on its corporate 
reports to communicate regret for the loss of life and explain to key stakeholders how it managed the effect of the crisis 
(Dube & Maroun, 2017). 


Using additional disclosures in the primary reports issued to stakeholders to communicate how an organisation is 
responding to a crisis is common when dealing with the most influential constituents. The aim is to lower information 
asymmetry and ensure maintaining confidence in the organisation by providing detailed and timely disclosures which 
directly address adverse facts or circumstances (De Villiers & van Staden, 2011; Cho et al., 2015). In other instances, 
an organisation may choose to limit the extent of reporting to avoid additional scrutiny or inadvertently highlighting 
deficiencies in how material problems are being managed (Deegan, 2002; Cho et al., 2015; Dube & Maroun, 2017; 
Corazza et al., 2020). 


For example, Vourvachis et al. (2016) find that airlines limit the details and extent of reporting dealing with aviation 
disasters as part of a legitimisation strategy based on denial or marginalisation of negative events. De Villiers & van 
Staden (2006) and Dube & Maroun (2017) show how mining companies provide fewer details on environmental and 
social interventions to avoid drawing attention to non-financial problems which have not already attracted the attention 
of powerful stakeholders. Similar results are reported when examining the disclosures of multi-national oil and gas 
companies (Cho et al., 2015) and the quality of environmental reporting dealing with greenhouse gas emissions 
(Pitrakkos & Maroun, 2020). 


In general, a careful balancing actis required which entails a trade-off between the amount of information communicated 
to stakeholders and where that information is disclosed. For example, De Villiers & van Staden (2011) and Cho et 
al. (2015) explain how financial information is a primary concern for influential stakeholders (including investors and 
lenders). Consequently, when faced with a crisis, disclosures deal predominantly with economic considerations and are 
concentrated on the primary communication platform such as the annual report, integrated report or investor updates. 
(see also Tregidga, Milne & Kearins, 2014; Dube & Maroun, 2017). Environmental and social disclosures are not, 
however, excluded because other stakeholders will expect, at least, some information on non-financial metrics. This 
information is communicated on secondary platforms such as corporate webpages and reports published separately 
from the annual or integrated reports (De Villiers & van Staden, 2011). The objective is to satisfy the expectations of less 
influential stakeholders, such as NGOs and civil society, for information on social and environmental performance while 
not providing too much detail to primary stakeholders as this may obscure or contradict communications on financial 
performance. 


Asimilar process may be at work when it comes to how South African companies are engaging with their stakeholders 
on the implications of COVID-19. As discussed in Section 2, the ongoing pandemic is having a significant impact on the 
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FIGURE 1 
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local economy with the food and retail sector being particularly hard-hit by lockdowns and social distancing requirements. 
To maintain stakeholders’ confidence in how organisations are responding to the health crisis, companies can be 
expected to report more frequently on COVID-19 issues. Figure 1 provides the proposed stakeholder communication 
model. 


While codes on corporate governance call on organisations to treat economic, environmental and social issues 
as having equal prominence (see, IIRC, 2013; |OD, 2016, GRI, 2016), the emphasis is usually on financial concerns 
(Milne, Tregidga & Walton, 2009, Tregidga et al., 2014; Maroun, 2017). Consequently, providers of financial capital are 
regarded as the primary stakeholder group and we expect companies to provide more details on the financial impact 
of COVID-19 and related mitigation strategies to these stakeholders on the primary communication platforms, such as 
official announcements posted with the JSE. Information on the broader governance implications is likely to be focused 
at the secondary group of stakeholders and provided on platforms such as company webpages (De Villiers & van 
Staden, 2011; Zhou, Simnett & Green, 2017). 


METHOD 


This paper uses a mixed approach to explore how companies in the South African retail sector report to the 
stakeholders on the impact of COVID-19. Retail companies listed on the Johannesburg Stock Exchange were 
aggregated by sub-sector including beverages, food and drug retailers, food producers, general retailers and personal 
goods. In total, 44 companies were identified and included in the final analysis. Content analysis is used to provide a 
detailed and systematic approach to the contents of the stakeholder crisis communication analysis in order to identify 
trends in the communication method. A quantitative aspect was incorporated into the study through analysing share 
price movements and frequencies of disclosures made by companies via communication platforms. The study retains 
a qualitative and exploratory focus, seeking to describe the communication methods and analyse the content of this 
developing phenomenon. 


Data were collected in two phases. First, changes in the market values for the retail sub-sectors are computed 
and used to provide a sense of the financial impact of COVID-19. Second, COVID-19 communications per SENS 
announcements and company webpages are analysed. 


The prior research usually regards financial statements (De Villiers & van Staden, 2011) or integrated reports (Atkins 
& Maroun, 2015) as the primary basis for formal reporting to primary (financial capital providers) stakeholders. Not all 
of the companies under review had prepared their latest financial statements and integrated reports when COVID-19 
lockdowns were announced. Consequently, SENS announcements were analysed because these are an official basis 
for reporting to stakeholders and regulated by the local stock exchange. Consistent with the prior research, webpages 
are treated as a secondary communication platform (De Villiers & van Staden, 2011; Zhou et al., 2017). 
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Data were analysed using interpretive text analysis as not all the content was presented in a consistent format. 
The method was also suitable for dealing with disclosures which varied significantly in terms of content and structure 
(Beattie, 2014, Guthrie, Petty, Yongvanich & Ricceri, 2004). Paragraphs were used as the unit of analysis, rather than 
individual words to avoid misinterpreting context or meaning (ibid). 


SENS announcements were downloaded from the JSE and coded according to content. Examples of codes include 
details on dividends, financial results, donations, credit rating, COVID-19 updates, operational updates, and compliance 
with the Companies Act (2008) other regulations. Corporate webpages were analysed similarly. The disclosure 
codes were recorded on a theme register and aggregated by principle/theme. The frequencies of disclosures themes 
were recorded. To retain an exploratory focus, scientific text analysis and inferential statistics were not run ; instead, 
companies were ranked according to the amount and type of information provided on COVID-19 and the platform used 
to disseminate that information (SENS announcements or webpages). A 2 x 2 matrix (as presented in Figure 1) was 
used to differentiate COVID-19 reporting by the South African retail industry. Results are also presented graphically 
and include details on changes in share value to highlight the associations between financial impact and stakeholder 
communication on COVID-19. 


The data collected were reasonably accurate with regards to the characteristics of the entities being studied as 
the share price was obtained from reputable sources whilst the SENS announcements and corporate webpages were 
directly analysed from the relevant sources and coded into specific categories (validity). The data were also consistent 
across the entities which allowed for patterns to be identified in communication strategies among the retail companies 
under investigation (reliability). Because of the fact that both primary and secondary sources of communication methods 
were used in conjunction with the share price movements of the entity, this allowed for the sources to be triangulated 
into distinct categories for each entity, enhancing the validity and reliability of information. As this was an exploratory 
study, there was no inherent confirmation bias present and companies were objectively assessed by more than one 
researcher. Results were compared and any differences were discussed among the researchers and then resolved. The 
final data were grouped into communication categories. This process was also subject to review by the research team 
to ensure consistent allocation. As all of the data were subject to review and all of the differences resolved, intercoder 
reliability was not tested statistically. The study focuses on retail entities listed on the JSE which ensures that the data 
published is valid and reliable. 


RESULTS 


To evaluate the immediate financial impact of COVID-19, the researchers tracked changes in the share prices from 
the fixed point of 13/1/2020 for the 44 retail sector companies over the period outlined in Table 1. These are compared 
with changes in the JSE All-Share Index (ALSI). Refer to Figure 2. 


FIGURE 2 
PERCENTAGE REDUCTION IN SHARE PRICE 
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The trend in the retail industry is consistent with the overall market movements. The JSE ALSI and Retail Industry 
Average dropped by 10% and 15% respectively from 13 January 2020 to 6 March 2020 when the first case of COVID-19 
was noted in South Africa. The indices recorded their lowest values on 23 March 2020 with the announcement of the 
country’s national lockdown. There is some recovery from 23 March 2020 to 17 April 2020 but both the JSE ALSI and 
retail companies under review were trading at a lower value than at the beginning of the year, indicating that a full 
recovery has not occurred. 


From 17 April 2020 to 25 May 2020, the retail industry average falls further while the JSE ALSI remains relatively flat 
and stable. Between 17 April 2020 and 30 April 2020, the lockdown was extended. Only essential services continued 
to operate, including food producers. At this point, the initial stockpiling of essential goods taking place at the start of 
the pandemic subsided. The initial spike in demand was short-lived and, as the market adjusted for the impact of the 
extended lockdown on long-term consumer spending, by 30 April 2020 market capitalisations declined 20% from the 
initial point of 13 January 2020. 


From 30 April 2020, there was a relaxation of some restrictions, particularly with regards to online sales of certain 
items. This allowed retailers with online sales platforms to trade more actively. A reduction in disposable income, coupled 
with a negative market outlook, resulted in a further devaluation of the share price with the retail sector trading at a 
reduction of 27% of the value on 13 January 2020. 


It is difficult to distinguish between the final impact of COVID-19 and the credit rating downgrade by Moody’s on 27 
March 2020. It should, however, be noted that Standard & Poor’s and Fitch had already downgraded South Africa to 
junk status in prior years, with the move by Moody’s largely anticipated by the capital market. Alsakka & Gwilym (2011) 
note that the impact of a change in rating agencies’ outlooks is greater than the actual rating changes with Krauss 
(2005) finding that a rating change which has already been anticipated by a market results in a lower impact on asset 
prices. This is also supported by recent studies (see Poon & Shen, 2020), where agencies provide forward looking 
outlooks in advance, allowing the market to anticipate and react to changes before these take place. This naturally 
reduces the impact when the credit rating does take place. As a result, the effects of COVID-19 on the JSE ALSI and 
retail industry average per Figure 2 is probably more pronounced than Moody’s final decision to downgrade South Africa 
to sub-investment status. 


Figure 3 shows the total movement in the average share prices from 13 January to 25 May per retail sub-sector. 


Only essential goods and services could be supplied between 27 March and 30 April. The beverages, general 
retailers and personal goods sub-sector were the most adversely affected. The relaxation of some lockdown measures 
did not result in a recovery for these sub-sectors. Food producers and food and drug retailers have continued to operate 
during the lockdown and, as a result, have reported a lower reduction in share prices . 


FIGURE 3 
SHARE PRICE MOVEMENT PER SUB-SECTOR 
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SENS announcements 


As discussed in Section 2, companies use their integrated and sustainability reports to explain how they are 
responding to social and environmental disasters (Patten, 2002; De Villiers & Maroun, 2018). They can also use their 
webpages, social media and press releases to keep stakeholders informed (Zhou et al., 2017). SENS announcements 
offer an additional platform for disseminating information formally and quickly to the capital market. They are a quick and 
effective means of updating market participants on important developments which can affect an organisation’s share 
price. 

Twenty-three of the 44 retail companies issued SENS announcements dealing directly or indirectly with the 
implications of COVID-19. Figure 4 shows that companies in the basic materials and mining sector posted the greatest 
number of SENS announcements (94) followed by real estate (76) and financial services (54). The retail sector posted 
44 announcements. 


FIGURE 4 
SENS ANNOUNCEMENTS PER INDUSTRY 
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Per Figure 5, financial results were reported in 27% of the announcements. Similarly, operational updates accounted 
for 14% of the SENS posts. These posts excluded references to COVID-19. Just under 10% of the announcements dealt 
with dividend and annual general meetings. 


FIGURE 5 
CORE THEMES IN THE SENS ANNOUNCEMENTS 


Dividend 












6.8% 
Operational update 


13.6% 


Results 






Donation / aid 
2.3% 
Credit rating 
2.3% 






COVID-19 Update 
38.6% 


40 The Retail and Marketing Review: Special Covid Edition: Vol 16 Issue 3 (2020) ISSN: 2708-3209 


Approximately 40% of the SENS announcements provided updates on the pandemic and details of its impact on the 


respective businesses. Examples included : 


. updates on the impact of COVID-19 in the context of current trading performance and market conditions in light of 
the pandemic and its impact on costs, liquidity, debt covenants, working capital, strategic initiatives, supply chains 
and prospects (Bid Corporation; Super Group; Imperial Holdings; Woolworths; Famous Brands; Massmart; Mr 
Price; Distell Group); 

* safeguards to be implemented to curb the spread of the virus at operations functioning over the lockdown (Tiger 
Brands; Famous Brands; Woolworths); 

. details on how online channels were being used to service customers and ensure the continuation of operations 
(Woolworths; Massmart; Distell Group) and 

° donations provided to specific COVID-19 relief funds. 


Announcements dealing specifically with COVID-19 were complemented by information on the indirect impact of the 
pandemic. Common examples included dividend policy revisions, postponements of annual general meetings (AGMs) 
and delays in publishing financial results. This platform, as a result, primarily contains information focused on financial 


providers of capital assessing the financial implications. SENS announcements by sub-sector are reported in Figure 6. 


FIGURE 6 
RETAIL SUB-SECTOR SENS ANNOUNCEMENTS PER THEME 
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General retailers (who also noted the largest decrease in the average share price per Figure 3) released the highest 
number of SENS announcements. Food producers and personal good retailers released fewest announcements. For 
companies forced to suspend operations over the lockdown, there is relatively little to report to stakeholders and SENS 
announcements deal primarily with administrative and general financial issues such as the logistics for AGMs and the 
publication of financial results which would have been released notwithstanding the pandemic. In contrast, general 
and food and drug retailers provided more details dealing specifically with COVID-19. These companies continued to 
operate over the full period under review and reported lowest decline in share prices (see Figure 3) but, at the same 
time, are exposed to the immediate operational risks associated with the spread of the virus. To keep stakeholders 
informed, they provide more detail on how their operations and supply lines have been impacted by the pandemic and 


on the steps being taken to protect the health of staff and customers. 
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Webpage details 


Coding of company webpage content revealed 11 broad themes dealing directly or indirectly with COVID-19. The 
frequency of disclosures per theme is reported in Figure 7. 


FIGURE 7 
WEBPAGE COVID-19 THEMES ACROSS RETAIL STUDY GROUP 
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Theme 7: operational and financial impacts recorded the highest frequency of disclosure (19%). Despite SENS 
announcements dealing with the economic implications of the pandemic, webpage content is also focused on financial 
capital providers (see Dumay et al., 2016). Disclosures dealing with health and safety are the next most common theme 
(Theme 4 which is 17% of total disclosures). Companies are trying to reassure stakeholders that steps are being taken 
to prevent the transmission of COVID-19 to employees and customers. Approximately 14% of the disclosures discuss 
community support and engagement (Theme 3) which demonstrate how retail companies are working to reduce the 
impact of the pandemic on employees, their families and the most vulnerable members of society. 


There was only one instance where COVID-19 was identified as a material business risk 


(Theme 9) probably because many organisations were, at the time of collecting data, still trying to assess the 
impact of the pandemic on their business models. Nevertheless, this theme was covered by the SENS announcements 
(Section 5.1) suggesting that the analysis of how COVID-19 is affecting business operations is being aimed at providers 
of financial capital rather than the general body of stakeholders. 


Figure 8 shows the frequency of disclosure themes per sub-sectors. All sub-sectors reported on matters such as 
business continuity, financial impact, health and safety and community engagement to, at least, some extent. Food 
and drug retailers show a high frequency of disclosures particularly with regards to health and safety as they have been 
required to operate throughout the pandemic. Detailing the safeguards is paramount to maintaining the public’s trust 
in their products. This is followed by the food producers and general retailers whose public presence (via secondary 
platforms) was high throughout the pandemic. Personal goods, with a limited presence during the lockdown, have least 
disclosure on webpages as updates were dependent on when they could reopen. 
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FIGURE 8 
COVID-19 WEBPAGE THEMES BREAKDOWN PER RETAIL SUB-SECTOR 
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The relationship between financial impact and reporting to stakeholders 


Figure 9 highlights the relationship between the average number of SENS announcements (y-axis) and webpage 
disclosures (x-axis) per retail sub-sector. The overall reduction in market capitalisation is depicted by the size of each 
sub-sector’s plot. 


Beverages reported the largest reduction in share value and has also reported most information to stakeholders 
on both primary and secondary platforms. Given the direct and material impact of COVID-19 on the sector’s economic 
viability, an avoidance strategy cannot be used to deal with the pandemic (consider Patten, 2002; Dube & Maroun, 
2017). The organisations must respond by reassuring investors and other stakeholders that steps are being taken 
to ensure business continuity. At the same time, there is considerable uncertainty about how to manage the short-, 
medium- and long-term implications of the lockdowns (Atkins, Doni, Hassan & Maroun, 2020). Companies in the sub- 
sector respond with a broad reporting strategy which signals that they are trying to manage the crisis proactively and 
are ready to adapt as circumstances change. SENS announcement and webpage content cover many issues, such as 
the changing financial and operating plans; ensuring the health and safety of employees; community engagement and 
customer service (see Suchman, 1995; Deegan, Rankin & Tobin, 2002; Maroun, 2017). 


FIGURE 9 
COVID-19 IMPLICATIONS ON RETAIL SUBSECTOR AND RELATED COMMUNICATION 
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Food and drug retailers also report an above-average decline in market capitalisation, all the same, their operations 
are impacted less adversely than companies in the beverages sub-sector because they have been able to operate 
throughout the lockdown. In the context of less uncertainty, food and drug retailers do not rely on SENS announcements 
to keep financial capital providers updated to the same extent as do companies in the beverages sub-sector. Webpage 
content focuses on matters such as employee health and safety and other operational considerations which are 
important for mitigating the cost of conducting business during the pandemic. Companies must acknowledge COVID-19 
as a material but non-recurring challenge which requires, at least, some reporting to stakeholders. Given the magnitude 
of the pandemic, denying its relevance to an organisation’s business model will be ineffective for maintaining legitimacy. 
At the same time, a balance must be struck between communicating effectively and creating doubt. On one hand, 
food and drug retailers must demonstrate that reasonable steps are being taken to keep employees, suppliers and 
customers safe while operations continue during the lockdown. On the other, maintaining the primary stakeholder 
group’s confidence in the ability of the organisations’ managers to identify and mitigate financial risks is imperative (see 
De Villiers & van Staden, 2006; Cho et al., 2015; Maroun, Usher & Mansoor, 2018). As a result, SENS announcements 
targeted at financial capital providers are de-emphasised while reporting on secondary platforms targeted at the broader 
stakeholder committee is increased. 


Personal goods and food producers reported the lowest decline in market capitalisation because of COVID-19. 
Given their relatively stronger position, they adopt a strategy which limits the extent of reporting on both the primary 
and secondary communication platforms. With the consequences of the pandemic for the South African economy 
still unclear, too much reporting may attract unwanted scrutiny or be misinterpreted as an indication that underlying 
challenges in the two sub-sectors are more severe than stakeholders have assumed (see Suchman, 1995; De Villiers & 
van Staden, 2006; Maroun, 2017; Corazza et al., 2020). 


Finally, general retailers follow a similar reporting strategy to personal goods and food producers despite an above 
average decline in market capitalisation. They had the lowest average level of disclosures on the primary and secondary 
platforms of all the sub-sectors. This is probably because the general retailers include organisations which have had 
operations completely suspended by the lockdown. Despite the direct economic consequences of the pandemic, the 
companies have little choice but to wait for business to resume before the impact of COVID-19 can be determined. 
Rather than adding to existing concerns, the companies take a conservative ‘wait-and-see’ approach to their reporting 
and communication with stakeholders. 


SUMMARY AND CONCLUSION 


COVID-19 has had an immediate and material economic impact on the South African retail sector. At the time of 
writing this paper, there are indications that lockdown measures will be relaxed but consumer spending is expected to 
remain depressed and long-term economic recovery will be slow (Deloitte, 2020). In the context of increased uncertainty 
associated with the pandemic, local retailers have taken different approaches when reporting to stakeholders. Reporting 
strategies via communication channels are summarised in Figure 10. 


Retailers which have suffered the greatest decline in market capitalisation over the lockdown choose from three 
reporting strategies. The first entails reporting broadly on primary and secondary platforms in terms of an adaptation 
and conformance strategy. The second limits the extent of reporting targeted at financial capital providers on the primary 
platform in favour of disclosures targeted at the general body of stakeholders. This is designed to maintain confidence. 
The third is described as a wait-and-see approach and is most common among entities which have been unable 
to operate during the lockdown. For companies which have suffered the lowest decline in market capitalisation, the 
objective is to keep a low profile. Reporting on both communication platforms is limited as this may result in unwanted 
or unexpected attention from investors and other stakeholders. 


The results show how retail companies report in SENS announcements and on corporate webpages which provide 
important insights into the strategies being used to manage legitimacy. In addition to being an important means for 
marketing their offerings, the reporting to stakeholders via the communication platforms is also important for understanding 
how companies present themselves to their stakeholders. 
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FIGURE 10 
EMERGING COVID-19 COMMUNICATION MATRIX 





Narrow coverage Broad coverage 





Food producers, personal good producers 


Lower than . Strategy - keep a low profile 
average ‘ Limit reporting on primary and secondary 
platforms 





Food and drug retailers 





. Strategy - maintain the confidence of 


primary stakeholders 
COVID-19 impact ‘ Limit reporting on the primary platform to Beverages: 
avoid concerning investors and creditors | * Strategy - adapt and conform 
; . Increase reporting on secondary platforms] * Report broadly on primary and secondary 
ae to reassure stakeholders that steps are platforms 
being taken to keep employees, suppliers | * Keep all stakeholders informed of 
and customers safe challenges to signal that the organisation 


is ready to respond to the crisis 
General retailers 


° Strategy - wait and see 
. Limit reporting on primary and secondary 
platforms 




















The following managerial implications of the study are noted: 


° From a theoretical point of view, the study offers a framework for researchers to explore the communication 
methods and strategies available in a crisis and, specifically, looks at the initial ramifications of the COVID-19 
pandemic. This study can be expanded in terms of the period under review, the various levels of lockdown, as well 
as incorporating different sectors of the JSE. 

° The study highlights the initial financial implications of the pandemic and how stakeholder communication strategies 
are pertinent. From a practical perspective, entities are able to identify the extent of the impact of COVID-19 on 
their business (with this study using share price movements as a proxy for financial impact) to determine which 
communication strategy can be appropriate in line with their governance and strategies and determine which 
strategy can be appropriate. Entities can also identify different strategies used within the retail sector and assess 
whether or not these are suitable based on their underlying legitimacy objectives. Stakeholders have an expectation 
to be informed on the company’s response to the crisis and to have relevant and reliable information provided. 

° Entities will have an obligation to inform stakeholders about how the pandemic has impacted operations and future 
viability. This will ultimately have implications on the direction of the disclosure in the integrated reports and will 
reflect on the transparency and governance processes of the entity. 


This paper has explored a developing framework on the initial communication strategies of entities within the South 
African retail sector and their stakeholders during the COVID-19 lockdown period. The research outlines the financial 
impact of the pandemic on the sector and how retail companies use different communication platforms to provide 
stakeholders with material information on how the effects of the pandemic are being managed. The long-term impact 
of COVID-19 on the retail sector remains to be seen. The financial, social, environmental and governance implications 
of the pandemic will need to be studied in conjunction with how COVID-19 changes consumer behaviour to appreciate 
more fully how pandemics alter the retail sector. 
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ABSTRACT 
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This paper aims to assess the effect of COVID-19 on small retail businesses in Alice Town, South Africa. The! 
research methodology utilized includes the interpretivism paradigm, an exploratory research design and a qualitative 


research approach. The population included small business retail owners and or managers in Alice Town, South 
Africa. Purposive random sampling technique was utilized. The data was collected from owners/managers of small 
businesses using an in-depth semi-structured interview and analyzed through thematic content analysis. The findings 
indicated that COVID-19 negatively affected the performance of small businesses in South Africa. Whereas the 


study recommends the need for government to improve on the information dissemination strategy which will ensure 
information that relates to small business relief schemes in the country gets to the end-users. 
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INTRODUCTION 


The effect of the coronavirus disease (COVID-19) on small businesses has led to a growing interest amongst 
various academics and industry leaders. Debates has emanated on the the effect of COVID-19 on small businesses 
(Kalidas, Magwentshu & Rajagopaul, 2020). The cash flow of small businesses continues to dwindle and remains a 
major challenge during this COVID-19 period. To ease the effect of COVID-19 on small businesses, the government 
of South Africa introduced some interventions to support small businesses(Kalidas et al., 2020). Nevertheless, there 
is no certainty if these interventions are effective in supporting the performances of retail small businesses (Monson, 
2020). 


Small businesses are perceived to be the main drivers of every economy around the world (Kalidas et al., 2020). 
Like in the United States, small business accounts for 99.7% of all companies, which implies that as at 2012, 5.73 
million business organizations are in the United States(US), while 5.71 million were viewed as micro businesses (US 
census Bureau: Business encyclopedia,2020). However, organizations with less than 20 workers covered 89.6% of 
all business organizations and despite this, in 2013, there were 23 million business organizations without workers, 
which means that the proprietor is the only worker in such organization (Business encyclopedia,2020). In South 
Africa, according to Organisation for Economic Co-operation and Development (2020), the microenterprises accounts 
for fifty-five per cent of official employment, compared to forty per cent from big companies (while the remaining five 
percent employees do not know the size of their employer). The new definition of Small Medium Enterprises (SMEs) 
according to Philip de Wet (2019) describes SMEs using the number of employees and annual turnover. In addition, 
businesses are considered micro if the businesses can have a maximum of ten workers (Oni & Fatoki, 2013). While, 
small businesses employ between eleven and fifty workers and medium sized businesses can employ between fifty- 
one and two hundred and fifty workers (Kalidas et al., 2020). However, in terms of turnover, a maximum turnover of 
R20 million for micro-business, R80 million for small and R220 million for medium businesses are applicable for the 
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wholesale sector (Phillip de Wet, 2019). The retail, motor trade and repair services sector have a maximum turnover 
of R7.5Million for micro, R25 Million for small and R80 million for medium businesses (Phillip de Wet, 2019). Small 
businesses remain the key potential driver for job creation, equality and innovation in South Africa, but this has been 
threatened with the current pandemic (COVID-19) ravaging the world (Kalidas et al., 2020). 


The COVID-19 pandemic according to the United Nation Development Programme (2020) is the fundamental 
universal health challenges of our time and the highest predicament the world has faced since World War Il. Since 
the emergence of the virus in Asia late last year, the virus has spread to every continent except Antarctica. Cases are 
rising daily in Africa, America, and Europe (UNDP,2020). What then is COVID-19? As stated by the Department of 
Health, Republic of South Africa website (2020), COVID-19 are a vast group of infections which may cause respiratory 
contaminations going from the basic virus to increasingly extreme sicknesses, for example, SARS (Severe Acute 
Respiratory Syndrome), MERS (Middle East Respiratory Syndrome), and the latest Coronavirus ailment is COVID-19. 
The normal indications or symptoms of the virus include the following: fever, trouble breathing, respiratory side effects 
and cough etc (WebMD,2020). 


As a strategy to reduce the impact of this pandemic on her citizens, the Government of South Africa on the 26th 
of March 2020, moved swiftly and instituted a national lockdown on the entire country (Goitom, 2020). However, 
offices, small and medium businesses, government parastatals, institutions of learning etc were all shut down except, 
the essential services providers i.e. the health sector, security agencies etc. It is, therefore, against this backdrop that 
this study tends to investigate the effect of COVID-19 on small retail businesses in Alice Town, South Africa. 


THE OBJECTIVE OF THE STUDY 


This paper aims to assess the effect of COVID-19 on small retail businesses in Alice Town, South Africa. The 
specific objectives are: 


1. to assess the effectiveness of government interventions in supporting small businesses. 
2. toinvestigate the effect of COVID-19 on the cash flow of small businesses. 

3. to assess the effect of COVID-19 on sales of small businesses and 
4 


to determine the effect of COVID-19 on the profitability of small businesses. 


HISTORY OF CORONA VIRUS 


Kumar, Malviya and Sharma (2020), opines that the debut incident of coronavirus was reported as cold in 1960, 
which led to about five hundred cases identified as Flu-like system and seventeen to eighteen of such cases were 
said to be infected with the strain of corona by polymerase chain. Kumar et al. (2020) point out that the virus spread 
to many countries such as Singapore, Thailand, Vietnam, Taiwan, United States of America and Hong Kong in 2003, 
which led to several cases of a severe acute respiratory syndrome caused by corona and more than 1000 patients 
were mortally reported in the same year. The year was tagged a black year for the microbiologist. However, in early 
2020, after a December 2019 outbreak in China, the World Health Organization recognized SARS-CoV-2 as a new 
type of coronavirus which the outbreak quickly spread around the world (Kumar et al., 2020). 


According to Stoppler (2020), coronavirus is a special type of common virus that infects humans, typically leading 
to an upper respiratory infection (URI.) Scientists have identified seven different types of human coronavirus. 


Coronaviruses are zoonotic, meaning they are transmitted between animals and people (Department of Health, 
RSA, 2020). SARS-CoV-2 is a new strain of coronavirus that has not been previously identified in humans. COVID-19 
was recognized as the cause of an outbreak of respiratory infection first discovered in Wuhan, China. The virus called 
COVID-19 has rapidly spread to the length and breadth of the world, however, with the aid of globalization, various 
government leaders swiftly took a pro-active measure to stall the spread of the virus to their territories following the 
institution of national lockdown to control the movement of people since humans are identified as the major carrier or 
medium of spreading the virus (Kumar et al., 2020). 
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SOUTH AFRICA’S NATIONAL LOCKDOWN 


According to Tralac (2020), the South African President, Cyril Ramaphosa announced a national state of disaster in 
his first and second speech to the country regarding the Disaster Management Act. Hence, as posits by Tralac (2020), 
the President initiated a 21 days’ national lockdown, outlined strict intervention in an all-inclusive arrangement to 
constrain transmission of the infection and to relieve its financial and social effect on 15th and 23rd March, respectively. 
He also declared that the government is taking “urgent and drastic measures to manage the disease, protect the 
people of our country and reduce the impact of the virus on our society and our economy”. The lockdown initiated by 
the government was divided into alert levels that are summarized in table1. 


TABLE 1 
THE HIGHLIGHTS OF ALERT LEVELS OF THE NATIONAL LOCKDOWN IN SOUTH AFRICA 











AL5 AL 4 AL 3 AL2 AL 1 

AIMS 

“Drastic measures to contain “Extreme precautions to limit “Restrictions on many “Physical distancing and “Most normal activity can 

the spread of the virus and community transmission and _ activities, including at restriction on leisure and resume, with precautions and 

save lives” outbreaks, while allowing workplace and socially, social activities to prevent a health guidelines followed at 

some activity to resume” to address a high risk of resurgence of the virus” all times” 
transmission” 

“Population prepared for 
an increase in alert levels if 
necessary” 





Source: The official tweeter handles of the president. (Presidency | South Africa@PresidencyZA) 


While the President segments the response plan in three stages, the first stage started in mid-March when the 
coronavirus pandemic was announced as a national disaster. This incorporated an expansive scope of measures 
to alleviate the most noticeably awful impacts of the pandemic on organizations, on communities and people (The 
Presidency RSA, 2020). The measures included the release of disaster relief funds, tax relief, emergency procurement 
of essential goods and services, funding to small businesses and wage support through the Unemployment Insurance 
Fund (UIF) while the second stage of the monetary reaction was planned for balancing the economy and securing 
employments (The Presidency RSA, (2020). On 21st of April, the President declared that a social and monetary 
help bundle of R500 billion had been settled, adding up to around 10% of Gross Domestic Product (Tralac, 2020:SA 
Presidential address 2020). 


The last stage is a financial system planned for driving the recuperation of the economy as the nation rises out 
of this pandemic. Key to the monetary recuperation system is the measures to market forces via interventions 
like economy reform implementation and building of infrastructures that will kindle all encompassing economic 
growth (Tralac, 2020). Moreover, there are different aids or relief plans initiated by the government of South Africa in 
addressing the impact of COVID-19 on small businesses. Thus, as posited by Lindiwe (2020), these grants or funds 
includes the following; 


° Covid-19 SMME Emergency Funding Package and Giving for Hope 
° Debt Relief Finance Scheme (DRFS) 

. Motsepe Family Contribution. 

. Resilience Facility/ Business Growth 

. Mary Oppenheimer’s donation 

. Solidarity Fund 

° Covid-19 Agricultural Disaster Support Fund 

° The Sukuma Relief Programme 

. South African Future Trust (SAFT) 

° Employer/Employee Relief Scheme (TRS) 

° Tourism Relief Funding 

° MCEP Covid-19 Programme 

. Essential Supplies Intervention Industrial Development Corporation (IDC) Covid-19 
. Business financial relief measures for Old Mutual Insurers 
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RAYMOND MHLABA MUNICIPALITY 


According to the Raymond Mhlaba municipality website (2020), the Municipality was named after the renowned 
anti-apartheid fighter, Raymond Mhlaba (generally known as Oom Ray). According to Eastern Cape Socio Economic 
Consultative Council (2017), the municipality was named in August through the merger of the disestablished Nxuba and 
Nkonkobe Municipalities with its significant towns being Alice, Bedford, Hogsback, Adelaide, Fort Beaufort, Seymour 
and Middle Drift. The Municipality is located along with the mountain scope of Winterberg (intaba zeNkonkobe). The 
ECECC (2017) further reiterates that Raymond Mhlaba is a countryside Municipality and the economy is to a great 
extent driven by the rural area, which incorporates citrus, ranger service and harvest creation. The citrus business is 
one of the region’s biggest employers of labour. Also, the Municipality is notable for its rich legacy and culture. The 
momentous institutions of training available in the area are University of Fort Hare, Healdtown and Lovedale College. 
The travel industry area remains to a great extent underexploited in a district with notable assets as the Amathole 
Mountains and national heritage sites (Raymond Mhlaba municipality website, 2020). 


SMALL SCALE BUSINESSES IN SOUTH AFRICA. 


Ayandibu and Houghton (2017) points out that Small and medium businesses are those businesses which have 
fewer than 250 workers. The Banking Association of South Africa (2019) claims that the “National Small Business Act 
defined small and medium business as a very small and micro enterprises based on certain characteristics” while 
the National Small Business Amendment Act (26 of 2003) define businesses based on sizes, number of employees, 
turnover rates and total gross asset value. Notwithstanding, in March 2019 the Minister for Small Business and 
Development Lindiwe Zulu published a government gazette to adjust the definition of micro, small and medium 
enterprises in South Africa. Table 2 summarises the new definition of small businesses for the retail, motor, and repair 
services as well as the wholesale sector. 


TABLE 2 
THE NEW DEFINITION OF SMALL BUSINESS IN SOUTH AFRICA 











Sector “Size of class” “ no of paid workers” “ Total Annual Turnover” 

“Retail and Motor Trade and Repair Services” Medium Fifty one to two hundred and fifty Less than or equal to R80 Million 
Small Eleven to fifty Less than or equal to R25 million 
Micro Zero to Ten Less than or equal to 7.5 million 

“Wholesale” Medium Fifty one to two hundred and fifty Less than or equal to R220 Million 
Small Eleven to fifty Less than or equal to R80 million 
Micro Zero to Ten Less than or equal to 20 million 





Source: Phillip de Wet (2019) 


Oni and Fatoki (2013) opines that the SME area assumes a crucial job in making employments and generating 
wealth for the economy, SME’s have been known as useful tools of all-inclusive financial economic development 
and improvement in South Africa and everywhere in the universe. A few researchers (Cant & Wiid, 2013; Peters & 
Naicker, 2013; SBP Alert, 2014) have anticipated that, in South Africa, SME’s business constitutes 91% of official 
businesses, provides job to about 60% of the employable population and economic productivity amount to about 34% 
of GDP. While contributing fundamentally to the economy, SMEs cultivate broadening through their improvement of 
new and unsaturated parts of the economy. Likewise, creative and innovation based SME’s give opportunities to the 
neighborhood, provincial and worldwide development, particularly in Brazil, Russia, India, China and South Africa 
(BRICS) economies (The Banking Association South Africa 2019). 
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CHALLENGES FACED BY THE SMALL BUSINESS DURING THE COVID-19 PANDEMIC 


As the COVID-19 continues its disruption, it is no news that both small and bigger corporations are faced with 
the several challenges during the COVID-19 pandemic ranging from downsizing, lack of funds, break in supply chain 
etc. Bizimungu (2020) opined that at least 57.5 per cent of small and medium sized enterprises (SMEs) operating 
across different industries closed operations between March and April due to COVID-19 impact, also, a new study 
by Business Professionals Network (BPN) and the University of Rwanda in Bizimungu (2020) shows that sizeable 
numbers of the employee were disengaged from work with or without terminated benefits or packages due to the 
COVID- 19 national lockdown. 


Besides, according to Facebook’s survey in Chacon (2020), thirty-one percent (31%) of SMEs have shut down in 
the last 3 months. Although the sole business is worst hit as fifty-two percent (52%) are reported to be shut-down, while 
hotels, cafes, and restaurants account for forty-three percent (43%).Furthermore, services like wellness, grooming, 
fitness, or other professional services account for forty-one percent (41%). Among the reasons cited by business 
owners as to what caused their closure, a majority said it was necessary to obey the regulations by governments or 
health authorities, while a minority (9%) claimed it was due to financial constraints and seven percent (7%) cited the 
absence of client demand. 


REVIEW OF EXTANT LITERATURE 


Relationship Between Global Environment Disasters and Small and Medium Business 
Performances 


Samantha (2017) studied the influence of natural disasters on Micro Small and Medium Enterprises (MSMEs) 
with a focus on the 2016 flood in Western Sri Lanka. Samantha (2017) argues that the “direct and indirect impacts 
of natural disasters are devastating to business activities and their continuity”. The researchers randomly selected 
a hundred SMEs affected by flood from Colombo district while semi-organized meetings were carried out with the 
entrepreneurs to know their encounters on different kinds of harms, restoration and re-establishment. One of the 
significant discoveries was that smaller scale and SMEs are defenceless against flooding in four fronts: capital, 
labour, logistics and markets. Samantha (2017) further states that income have unexpectedly fallen beneath the 
consumptions and discovering labour was another significant issue as labourers are the quick casualties of the 
flood. Business experts needed to discover option or crisis management strategic that will work perfectly for their 
organizations as the flood has seriously harmed the open foundation framework. The author, however, recommends 
that the government have a duty to build a modernized industrial area and develop business development services. 


Also, Asgary, Ozdemir and O° zyu’rek (2020) researched how dangers are perceived by SMEs in a nation. 
Information was collected utilizing an online study of SMEs in Turkey. The outcomes show that worldwide economic 
hazards and geopolitical risks are the significant worry of SMEs. 


Further in 2016, a review was carried out among SMEs in Malaysia to recognize the kind of tragedy and their 
effects, while Auzzira, Haighb and Amaratungab (2017) examined the effects of disaster on SMEs in Malaysia. 
The study was additionally used to recognize the issues for the SMEs in fighting against a catastrophic event. The 
aftereffects of the investigation show the effects of the cataclysmic event are extreme for SMEs in Malaysia and flood 
was recognized as the main natural tragedy among them. In light of the outcome, the authors recommended that the 
government or any approved body should assume more effective roles in managing cataclysmic events particularly in 
term of conveying data with the goal that all the influenced SMEs can take essential activities before the catastrophic 
event which may limit their misfortune. 


METHODOLOGY 


The research methodology utilized the interpretivism paradigm, an exploratory research design and a qualitative 
research approach. The interpretivism paradigm assisted to understand and explain the activities of small business 
owners during the COVID-19 period. This study adopted an exploratory research design because it supports 
data collected through qualitative data technique. The qualitative approach was utilized as it assisted to gain a 
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better understanding of the effect of COVID-19 on small retail businesses. The population included small business 
retail owners and or managers in Alice Town located in the Raymond Mhlaba Local Municipality. Due to National 
lockdown levels restrictions, a purposive random sampling technique was utilized and eleven (11) respondents were 
interviewed. The interviews were conducted face to face while observing the COVID-19 social distancing protocol at 
their business premises. Both the interviewer and the interviewee strictly adhered to the rules by wearing masks and 
by using hand sanitizer. The data were collected from owners/managers of small businesses by means of an in-depth 
semi-structured interview whereafter it was analyzed using a thematic content analysis. 


DISCUSSION 


This section presents the data using the main themes. It focuses on understanding the effect of COVID-19 on 
small retail businesses in Alice Town, South Africa. Eleven respondents were interviewed whereby each interview 
ranged between 15 minutes and 45 minutes. 


The effectiveness of government interventions in supporting small businesses 


The first objective was to assess the effectiveness of government interventions fund in supporting small businesses 
during the national COVID-19 lockdown and the post lockdown season with a view to assist small business owners 
from the negative impact of the national lockdown on their businesses. 


During the interview, it was discovered that only six (6) out of the eleven (11) respondents were aware of the 
intervention programmes instituted by the government. However, out of the six (6) retailers that were aware of the 
intervention funds, it was discovered that only two retailers have benefited from such funds. One of the beneficiaries 
said 


“lam a proud beneficiary of the intervention fund provided by the government to both businesses and less 
privileged people. These funds have assisted me in catering for my upkeep i.e. paying both shop and residential rent, 
feeding, paying staff salaries, etc. | am very grateful to the government led by H.E Cyril Ramaphosa’” 


Another beneficiary said “if not for these funds | might probably be out of business. It’s such a relief” 


While on the other hand, a retailer believed that he was not helped probably because he is of a foreign national. 
It was obvious from the responses gathered from the interviewees portray that the intervention funds provided by 
the government have assisted business owners to pay their business bills which would have spell doom on such 
businesses. This is in line with the study of Asgary et al. (2020) which postulated that the worldwide financial dangers 
and international dangers are of significant worry to SMEs among the monetary and economic risks in key economies, 
while high basic joblessness or underemployment was seen as the most elevated dangers for the SME. 


The effects of COVID-19 on small businesses cash flow 


SMEs are playing a very crucial role in all stages of the economies, thus, plays a key function in wealth and job 
creation (Chowdhury, 2011; OECD, 2014; Chatterjee et al., 2015; Asgary et al., 2020). These businesses are open 
to danger and are not well equipped for any foreseen or unforeseen occurrence of disaster and environment risks 
(Crichton, 2006; Schaefer et al., 2011; Asgary et al., 2020). However, from the interview conducted, all the respondents 
stated that their cash flow was worst hit by the pandemic, and below are some of the views of the interviewee. 


“Cash flow has decreased by 50% since the start of the pandemic” another interviewee has this to say concerning 
the effect of COVID-19 on her business; “...| noticed that some of my customers don’t have the things they needed 
because they are not working during this national lockdown” 


One hundred per cent (100%) of the business owners interviewed lamented to a significant decline in cash flow 
of their businesses. 
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The effects of COVID-19 on sales of small businesses 


According to Hart (2020), sales encompasses all activities involved in selling a product or service to a consumer 
or business. While the Oxford college of marketing (2020), opines that sales assume an essential role in the creation 
and improvement of loyalty and trust among client and business. Trust and faithfulness are the fundamental reasons 
why a client would decide to endorse and recommend your organization to a companion or relative or compose an 
extraordinary review of your item or on the web or the internet. All the interviewees except one attest to the fact that 
COVID-19 has impacted negatively on their sale volume. Notable among these responses is a grocery store owner 
who stated that; 


“We are witnessing a 50% decline on our sales since the advent of this national lockdown” 


while only one (1) interviewee was indifferent on his sales volume. He described his sales volume as “normal” the 
COVID-19 has little or no effect on his business. 


From the foregoing, it was discovered that COVID-19 has a dwindling effect on their sales. This is line with the 
study of Sigala (2020) on “Tourism and COVID-19”, where the author asserts that tourism is experiencing a rapid and 
steep decline in demand (sales) during the COVID-19 pandemic. 


Effects of COVID-19 on the profitability of small businesses 


In many organizations, profit is the prize that the owners of the business need to accomplish from facing challenges 
and making ventures. Profit is the positive incomes and the backbone of an effective and significant business. If 
a business fails to achieve profit and instead suffers sustained losses, such businesses will struggle to survive 
(Tutor2u, 2020). Respondents were asked to narrate the effects of a COVID-19 pandemic on the running cost of 
their businesses and to state how it has affected their profitability. lt was discovered that all the respondents except 
one opined that during the pandemic lockdown they incurred higher running cost and reduced profitability. Below are 
some of the words of Retailers around Alice metropolis. 


“expenses have remained stable while income has dropped by fifty per cent (50%). It has been a testing time 
for us. Since the start of the lockdown we have been running our business at a loss, that is more expenses than the 
income.” 


Another retailer responded as follows; “our profitability has dropped because there is a reduction on the inflow of 
customers to our outlets and this has caused more damage to the business than good” 


While another interviewee opines that; “this pandemic has caused us to run our business at higher running cost 
because we have to purchase sanitizer at intervals, printing safety caution posters and purchase thermometer guns 
among others” 


From the responses gathered, it was obvious that COVID-19 pandemic has negatively affected the sales of small 
business operators around Alice. 


CONCLUSION 


In conclusion, SME plays a significant role in the economy of many countries, including the Republic of South 
Africa. However, the SMEs are also exposed to various challenges, risks and unforeseen pandemic including the 
COVID-19 pandemic ravaging the world. Nevertheless, the outcomes of this study show the importance of addressing 
the effects of COVID-19 pandemic on SMEs performances in South Africa. The study sought to assess the effect 
of COVID-19 on small retail businesses in Alice Town, South Africa, with the following specific objectives; to assess 
the effectiveness of government interventions in supporting small businesses. Secondly, to investigate the effect 
of COVID-19 on the cash flow of small businesses. Thirdly, to assess the effect of COVID-19 on sales of small 
businesses. Lastly, to assess the effect of COVID-19 on the profitability of small businesses. Generally, this study 
established that COVID-19 has negatively affected the performance of small businesses in South Africa. 
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RECOMMENDATION 


Recommendations from this study is divided under two headings: responsibilities from the government and small 
business owners. 


Government: 


This study recommends that for the small businesses to thrive during a pandemic or natural disaster, there is need 
for the government to foremost improve on the information dissemination strategy that will ensure that information 
relating to small business relief schemes in the country i.e as enumerated as above in section 4 under “South Africa’s 
nation lockdown” gets to the end-users. Periodic messages should be sent to all mobile phone users on the available 
opportunities in the Republic. 


Secondly, the government should ensure that the relief fund disbursement processes to the small business 
owners are transparent and seamless. 


Lastly, small business owners should also ensure that they register with the government and follow her instruction 
whenever the need arises to ease the government burden of data collection. 


Small business owners: 


The need for accurate forecasting cannot be overemphasized, therefore, for any business to successfully thrive 
during this pandemic era, there is need to employ the service of a business in forecasting and extrapolating strategies 
that will help navigate the storming season. For example, business owners may attempt to expand their supply 
chain, put into consideration the option of working from home if applicable and need to cut down excessive expenses 
since there is a sharp drop in the organizational income. Furthermore, there is a need for small businesses to adopt 
innovative ways of doing business during and after the pandemic by using digital and online platforms. 


There is a need for frequent evaluation and re-evaluation of the situation and a plan to deal with it, as the small 
business owners need to keep proper documentation of the happenings in both the inter and external environment of 
the business since no business can exist in a vacuum. 


The employee needs to be properly motivated since a well-motivated or happy employee will lead to organizational 
citizenship and in-turn leads to organizational profitability and sustainability. 


LIMITATION AND AREA FOR FUTURE PROSPECTS 


This research recognizes a few limitations that call for critical consideration. To start with, a portion of the 
respondents demonstrated a negative demeanour behaviour towards the investigation because there is no money 
related gain for them. The assumptions from this investigation deserve further investigation in a bigger population 
using a larger sample size, comprising of more sectors and regions. 


Thus, future examinations in different parts of the nation should be done with a more extensive range; it should 
be led as they set an exploration gap. Primarily, future research studies should be conducted in other sectors of 
the economy covering the whole nation with the exploration of different methodological techniques for example 
quantitative or mixed approach. 
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ABSTRACT 


Employee engagement is the practice of emotionally and physically engaging employees of organisations in order 
to derive greater organisational outcomes. More engaged employees lead to more satisfied customers, which 
eventually results in organisational success. Therefore, the primary objective of the study is to investigate employee 
engagement practices and empirically test the concept with the constructs suggested by the Temkin Group research. 
A quantitative research method was applied with a survey technique of data collection. A total of 253 valid cases were 
analysed in SPSS and SmartPLS software packages. The findings indicated that all the constructs used in this study 
(e.g. inform, inspire, instruct, involve, and incentivise) were found to be reliable and valid enough to develop an overall 
employee engagement concept. In addition, the practices were significantly related to the employee engagement 
concept. Employee engagement has the highest relationship with involved practice (8=0.901) compared to other 
practices. The mean value of inspire practice was the highest (2.9644) and incentivise practice had the lowest mean 
score (2.5534). Overall, the study contributed to the existing literature in employee engagement. The findings have 
implications for human resource managers, marketers and related decision-makers. 


Keywords: employee engagement; performance; South African; retail organisations 











INTRODUCTION 


Employee engagement has generated much interest among academics and practitioners alike. When employees 
are aware of the context of a business, organisations are benefitting from the improved performance of employees 
(Barik & Kochar, 2017). According to Markos & Sridevi (2010), organisations have to build a two-way relationship 
between employer and employee, which is a requirement of engagement. Growing sophisticated technologies require 
more employees with increased technical and professional skills (Markos & Sridevi, 2010). These employees with 
increased technical and professional skills should be managed carefully. In other words, they should not be managed 
in a totalitarian management style, or old styles of management (Markos & Sridevi, 2010). This fact is further 
enhanced by the COVID-19 pandemic that placed an extra burden on management and staff alike to overcome the 
challenges as posed by the pandemic. According to Shukla et al. (2015), “employee engagement is the extent to 
which employees put discretionary effort into their work, in the form of extra time, mental ability, passion and energy”. 
Pleasant customer experiences and greater business outcomes are generated by engaging the employees properly 
(Lucas & Temkin, 2012). In times of crisis such as during the COVID-19 pandemic, these engagements have become 
more and more important and relevant to organisations. According to Lucas & Temkin (2012), employee engagement 
is a neglected field in spite of its convincing positive effects. So, employees need to be engaged and empowered 
to achieve proper organisational outcomes. A more efficient and productive workforce can be created by engaging 
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employees, specifically during times such as the 2020 COVID-19 pandemic where it has become more and more 
important to have employees engaged in all activities of the organisation and to render better customer service. 
Many of these services moved from face to face to remote. Any initiatives of improvement related to the organisation 
will be in vain in the absence of employee involvement and engagement (Markos & Sridevi, 2010). Several studies 
have found that employee engagement is a key predictor of outcomes such as employee satisfaction, productivity, 
improved employee turnover (Barik & Kochar, 2017), performance and morale (Bailey et al., 2017), and customer 
service. Therefore, it is essential to conduct more empirical research to validate the employee engagement construct 
and its relationship with various outcomes. 


The overall purpose of this research is to statistically validate the employee engagement construct and propose a 
conceptual framework for future study related to the impact of employee engagement on performance and its benefit 
in crisis situations such as the COVID-19 pandemic. The specific objectives of the study include investigating the 
extent to which inform, inspire, instruct, involve, and incentivise are related to the employee engagement construct. 


The study has been organised into different sectionsnamely literature review followed by research methodology 
and data analysis techniques; findings; discussion of the results; conclusion, and limitations and guidelines for further 
study. 


LITERATURE REVIEW 


Several past studies related to employee engagement, organisational performance, and the resultant financial 
outcome were reviewed (Saks, 2006; Markos & Sridevi, 2010; Gruman & Saks, 2011; Lucas & Temkin, 2012; Temkin 
& Lucas, 2013). 


Barik and Kochar (2017) explored several key factors such as a reward system, job enrichment, effective leadership, 
the scope of advancement and self-development, employment security, self-managed teams and decision-making 
authority driving employee engagement. In addition, employee engagement results in outcomes such as increased 
productivity, profitability and lower employee turnover. 


Bailey et al. (2017) explored evidence that ensures organisational performance and individual well-being through 
a higher level of engagement. A systematic review of 214 studies reveals that psychological state of mind, job 
design, leadership, organisational and team factors, and organisational interventions are the main antecedents of 
engagement. In addition, engagement was found to be positively related to several outcomes, including individual 
morale, task performance, extra-role performance and organisational performance (Bailey et al., 2017). 


Saks (2006) conducted a study to detect the antecedents and consequences of employee engagement. The 
antecedents of employee engagement detected in the study were job characteristics, perceived organisational support, 
perceived supervisor support, rewards and recognition, procedural justice and distributive justice. However, the results 
indicated that job characteristics, perceived organisational support, and procedural justice were statistically the most 
significant antecedents of employee engagement. The consequences of employee engagement identified in the study 
were job satisfaction, organisational commitment, low intention to quit, and organisational citizenship behaviour. The 
findings indicated that job satisfaction, organisational commitment, low intention to quit, and organisational citizenship 
behaviour were most significantly influenced by employee engagement. 


According to Markos & Sridevi (2010), one of the strongest predictors of positive organisational performance is 
employee engagement, which is built on the foundation of earlier concepts like job satisfaction, employee commitment 
and organisational citizenship behaviour. In addition, employees who are engaged feel emotional attachment and 
involvement with their organisation and job respectively. 


Gruman & Saks (2011) described a greater emphasis on performance management systems by the current 
organisation. The findings indicated that the performance management system is a way of producing higher levels of 
job performance and generating increased performance. 


This study has taken the research of the Temkin Group as a conceptual foundation and empirical analysis (Lucas 
& Temkin, 2012; Temkin & Lucas, 2013). The Temkin Group has conducted research to unearth the best practices 
termed the “Five ls of Employee Engagement’ (i.e. inform, inspire, instruct, involve, and incent). 


. Inform — Employees need to be aware of the vision and brand values of the company, understand these issues, as 
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well as have an understanding of the feelings of customers towards the company and its brands. 

. Inspire — Employees must have a sense of belonging and feel part of the organisation’s vision and values. This 
will help them believe that they are important and are valued so they can have pride in what they do and in the 
company. 

. Instruct - Employees must receive assistance by various means to meet the expectations on the brand promises 
to customers. This can be in various forms such as coaching, discussions and focused training. 

. Involve — Based on feedback received from employees and customers alike, employees should redesign and 
restructure job descriptions, adapting and enhancing work processes, and look at problem solving methods. 

° Incent - Employees generally are in favour of incentives that are based on the objective evaluation of their efforts, 
the allocation of appropriate rewards for their efforts, and positive reinforcement for desired employee behaviour in 
order to motivate employees to continue striving to do their best. 


Lucas & Temkin (2012) also emphasised support from other functional departments within the organisation for 
a successful employee engagement programme. In addition, they identified some areas for collaborating between 
customer experience and human resources (Lucas & Temkin, 2012). Another study (Temkin & Lucas, 2013) by the 
Temkin Group, conducted with more than 2 400 US employees, came up with some interesting findings. Companies 
with greater engaged employees outperform their competitors in various aspects such as financial performance and 
customer experience. The reasons for this outperformance are highly engaged employees working harder. Retail 
organisations have less engaged employees. On the other hand, organisations in the services industries have the 
highest number of engaged employees. The study also found that those employees who are constantly engaged with 
customers, high-income earners, male, and African-American personnel are highly engaged employees. A successful 
employee engagement programme produces engaged employees who are a valuable asset to organisations (Temkin 
& Lucas, 2013). 


CONCEPTUAL FRAMEWORK 


Based on the study of the Temkin Group’s best practices, the conceptual model for this study was proposed (Lucas 
& Temkin, 2012; Temkin & Lucas, 2013). 


From the above discussion, five hypotheses (H1 to H5) were formulated. 


° H:: Employee engagement practice “Inform” is significantly related to “Employee engagement”. 

. Hz: Employee engagement practice “Inspire” is significantly related to “Employee engagement”. 

° Hs: Employee engagement practice “Instruct” is significantly related to “Employee engagement”. 

. Ha: Employee engagement practice “Involve” is significantly related to “Employee engagement’. 

° Hs: Employee engagement practice “Incentivise” is significantly related to “Employee engagement”. 


FIGURE 1 
CONCEPTUAL FRAMEWORK 
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METHODOLOGY 


Research methodology delineates a systematic process by which research will be conducted and where approach, 
sampling design, instrument design, data collection and statistical techniques for data analysis are used to fit the 
needs of the research (Akter, 2015). This section will focus on the sampling process and data collection, followed by 
measurement instruments and plan for data analyses. 


Sampling design and data collection 


Malhotra (2010) defines a sample as a subset of the population selected for participating in the study, where 
the sample characteristics called statistics are used to predict the population parameters through estimation and 
hypothesis testing. Retail organisations in South Africa were considered as the population and a total of 278 responses 
were collected through a structured questionnaire. The respondents were owners and employees from different 
levels in retail organisations. A quantitative research design was followed to conduct the study. Due to cost and time 
considerations, a non-probability convenience sampling technique was utilised. The guidelines of Hair et al. (2019) 
were followed in determining sample sizes. After collecting the data, initial screening showed some missing values, 
which were discarded and 253 responses were retained for statistical analyses. 


Measurement instrument 


The questionnaire consisted of two parts. First of all, some information related to demographic characteristics (e.g. 
gender, age, rank or position in the organisation, job function, number of employees, and age of the organisation) of 
the respondents were requested. The second part included the measured variables of this study. A 20-item Employee 
Engagement Survey Questionnaire was used, where each respondent was required to rate their opinion on a five- 
point Likert-scale ranging from 1 — “Never” to 5 — “Always”. The items were developed by reviewing the pertinent 
literature related to employee engagement (Lucas & Temkin, 2012; Temkin & Lucas, 2013). The latent constructs and 
their measured items are shown in table 1. 


TABLE 1 
CONSTRUCTS AND MEASURED VARIABLES 





Construct Code Items 





Inform INFO1 The company uses a formal customer experience plan identifying key topics, audience segments, delivery channels, and frequency. 
(INFO) INFO2 Internal customer experience communications are tailored to specific job roles. 

INFO3 Employees across the organisation are provided easy access to feedback from customers. 

INFO4 Leaders across the organisation regularly discuss customer experience in their communications. 





Inspire INSP1 The company has a clear set of values, which guides decision-making across the organisation. 
(INSP) INSP2 Executives meet with employees on different levels across the organisation. 


INSP3 Stories about employees helping customers are retold to reinforce company values. 
INSP4__ The company provides resources for employees to participate in volunteer causes. 





Instruct INST1 Customer experience training is embedded in orientation sessions for newly hired employees. 
(INST) INST2 — Allmanagers are trained to develop their skills in reinforcing the company’s values with their employees. 
INST3 Managers coach employees on customer-centric behaviour and practices. 


INST4 Employees across the organisation are recruited to teach customer experience behaviour and Practices to fellow employees. 
Involve INVO1 Employee feedback is actively solicited and formally acted upon. 





(INVO) INVO2 The organisation communicates the actions it takes based on employee feedback. 
INVO3 The organisation facilitates employee interactions across functional teams to raise awareness and increase collaboration. 
INVO4 The organisation uses a defined network of employees as ambassadors of its customer experience efforts. 





INCE1 The organisation has formal incentives for reinforcing good customer-centric behaviours and results. 
Incentivise INCE2 Managers are evaluated based on the engagement levels of their employees. 
(INCE) INCE3 The organisation has a formal peer-to-peer recognition programme. 


INCE4 Teams that demonstrate customer experience excellence are publicly celebrated. 
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Data analysis 


Data collected through questionnaires were analysed using the SPSS and SmartPLS software tool version 21 and 
3 respectively. The analysis started with demographic profiling of the respondents followed by descriptive statistics 
(e.g. mean, standard deviation, skewness and kurtosis), model validation and reliability through confirmatory factor 


analysis and partial least square structural equation modelling (PLS-SEM). 


FINDINGS 
Demographic analysis 


First of all, the analyses began with demographic 
profiling of the samples. The frequency distribution 
and percentile of ranking or title category indicate 


TABLE 2 


DEMOGRAPHIC BREAKDOWN OF RESPONDENTS 























that the maximum number of responses came from Category Subcategory Frequency ee 
managers (55.7%). Next, the analyses showed that Rankingor  CEO,VP. Director 1 ‘a 
the highest number of responses have come from title Busitess Owner 1 4 
operation departments (31.6%). The range of highest Senior Management 40 15.8 
frequency in the number of employees is more than General Management 37 14.6 
200 (40.3%), which indicates significant participation Manager 141 55.7 
of the large organisations in this survey. The male and Staff 32 12.6 
female ratio is 60.9%:39.1%. The age range “35-44” Function or — Product development 7 2.8 
has the highest frequency (45.1%), followed by “25- department Finance 20 7.9 
34” (34.0%). The age of organisation data indicates Logistics/ supply chain 9 3.6 
that more than half of the organisations have an age PHeiig . i 
of more than 25 years (50.2%). eperatlonis at ane 
Marketing 27 10.7 
Merchandise management 7 2.8 
Des criptive analysis Information Technology 23 9.1 
E-channel and digital operations 2 8 
The descriptive analysis includes mean, standard Human Resources 8 32 
deviation, skewness and kurtosis values. Mean or Other 60 23.7 
average value, a measure of central tendency, is Number of = <10 4 16.2 
popularly used to indicate the centre of distribution ae a 46 18.2 
(Malhotra, 2010). In addition, the standard deviation is 26 - 50 22 8.7 
used to see how the data have deviated from the mean. 51-100 19 75 
(Malhotra, 2010). Kurtosis and skewness are generally 101 - 200 20 79 
used to delineate the shape of the distribution (Hair et a Me als 
al., 2019). As the constructs consist of multiple items, ls Male bags ane 
a composite or mean score was calculated for each name my oA 
construct by averaging all the items of the respective nee ee é e 
construct. For example, INFO1, INFO2, INFO3 and a ie 4 
INFO4 were summed and divided by 4 to calculate 45-54 a7 18.6 
inform construct. Mean value analyses indicate that 55-64 4 16 
inspire has the highest mean value (2.9644) followed Age of 1-5 39 15.4 
by inform (2.7101) and instruct (2.7032). On the other organization ¢.49 45 17.8 
hand, incentivise has the lowest mean value (2.5534), 11-15 24 9.5 
followed by the second lowest mean of involve 16-20 6 2.4 
(2.5567). 21-25 8 3.2 
25+ 127 50.2 
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TABLE 3 
DESCRIPTIVE STATISTICS 








Mean Std. Deviation Skewness Kurtosis 
INFORM 2.7101 .98457 495 -.455 
INSPIRE 2.9644 85771 185 -.147 
INTRUCT 2.7032 1.09518 561 -.583 
INVOLVE 2.5567 .96906 486 -.244 
INCENTIVISE 2.5534 1.00130 488 -,265 





Partial least squares structural equation modelling (PLS-SEM) 


For validating the constructs and the proposed model, the partial least squares structural equation modelling 
(PLS-SEM) approach has been utilised. According to Hair et al. (2019), PLS-SEM is often termed variance-based 
SEM, which analyses the total variance including both measurement and structural model. As far as confirmatory 
factor analysis (CFA) is concerned, the measurement model involves the identification of each observed variable’s 
contribution to the respective construct along with the reliability and validity of the model. In the next stage, the structural 
model analysis is performed with a valid and reliable measurement model. The distinguishing features between 
PLS-SEM and covariance-based SEM (CB-SEM) indicate that prediction and explanation of the relationships are 
primarily focused by variance-based SEM. On the other hand, confirmation of well-established theory is emphasised 
by covariance-based SEM (Hair et al., 2019). As the study purpose is to develop and propose a research model, 
variance-based SEM is more suitable. 


Scale reliability and validity 


The following table contains a summary of measurement model analysis. It includes factor loadings, composite 
reliability (CR), average variance extracted (AVE) and Cronbach’s alpha values. According to Hair et al. (2019), 
“Cronbach’s alpha, the measure of reliability that ranges from 0 to 1, with values of .60 to .70 deemed the lower limit of 
acceptability.” As illustrated in the following table, all the values ranging from 0.884 to 0.709 fall within the acceptable 
limit. It also suggests that the constructs used in the research are reliable for further analyses. A minimum indicator 
loading is .708, which represents around 50% of the indicator’s variance. The CR and AVE for each construct should 
be at least 0.70 and 0.50 respectively (Hair et al., 2019). As illustrated in the following table, all the values of factor 
loadings, CR and AVE fall within the acceptable level. 


Assessment of discriminant validity 


Discriminant validity is used to determine whether a construct is distinctive from other constructs (Hair et al., 
2019). Discriminant validity is achieved by comparing the shared variance within (AVE) and between constructs 
and the square root of AVE must exceed inter-construct correlations. The following table indicates the discriminant 
validity of the model as all the square root values of AVE presented diagonally are greater than inter-item correlations 
presented off the diagonal. 


64 The Retail and Marketing Review: Special Covid Edition: Vol 16 Issue 3 (2020) ISSN: 2708-3209 


TABLE 4 
MEASUREMENT MODEL SUMMARY 





Incentivise practice Inform practice Inspire practice Instruct practice Involve practice 





INCE1 0.817 
INCE2 0.788 
INCE3 0.743 
INCE4 0.821 





INFO41 0.774 
INFO2 0.805 
INFO3 0.844 
INFO4 0.836 





INSP1 0.714 
INSP2 0.738 
INSP3 0.760 
INSP4 0.707 





INST1 0.855 
INST2 0.845 
INST3 0.888 
INST4 0.856 





INVO1 0.821 
INVO2 0.852 
INVO3 0.884 
INVO4 0.857 





CR 0.871 0.888 0.82 0.92 0.915 
AVE 0.629 0.665 0.533 0.742 0.729 


Conbatienibit _ 9.804 0.832 0.709 0.884 0.876 





TABLE 5 
RESULTS OF DISCRIMINANT VALIDITY 








Incentivise practice Inform practice Inspire practice Instruct practice Involve practice 
Incentivise practice 0.793* 
Inform practice 0.625 0.815* 
Inspire practice 0.696 0.654 0.730* 
Instruct practice 0.570 0.743 0.535 0.861* 
Involve practice 0.725 0.720 0.712 0.666 0.854* 





“All the diagonal elements are the square root of AVE and the off-diagonal elements are correlations among the constructs. 
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Structural model analysis 
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Table 6 shows the paths, path coefficients (8), t values, p values and impact of the path coefficients. The results 
indicated that all of the employee engagement practices (incentivise practice, inform practice, inspire practice, 
instruct practice, involve practice) are significantly related to employee engagement construct, which is a higher-order 
construct created by taking into account all the 20 indicators of the study. According to Hair et al. (2019), “Higher-order 
models are comprised of a single higher-order construct (HOCs) that represents the overall concept.” Therefore, 
all the proposed hypotheses (H1 to H5) were supported. The largest path coefficient of involve practice (8=0.901) 
indicates that when employee engagement score increases by one standard deviation unit, the involve practice score 
will increase by 0.901 standard deviation units, assuming all other independent constructs remain constant. As shown 
in the box of the construct in figure 2, the R2 value of 0.812 also suggests the strongest predicting power of employee 
engagement on involve practice. The R2 value of 0.812 indicates that around 81.2% variance in involve practice is 
due to employee engagement. 
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TABLE 6 
STRUCTURAL MODEL ANALYSIS RESULTS 








Paths Path coefficients (8) T statistics P values Result 

Employee engagement -> Incentivise practice 0.837 38.063 0.000* Significant 
Employee engagement -> Inform practice 0.880 53.173 0.000* Significant 
Employee engagement -> Inspire practice 0.821 34.720 0.000* Significant 
Employee engagement -> Instruct practice 0.834 32.844 0.000* Significant 
Employee engagement -> Involve practice 0.901 66.425 0.000* Significant 





Note: *p<0.05, based on two-tailed test; t=1.96. 


DISCUSSION 


The overall objective of the study was to statistically validate the employee engagement construct and propose 
a conceptual framework for future study related to the impact of employee engagement on performance. A total 
of 253 cases were quantitatively analysed using SPSS and SmartPLS software packages. All the constructs used 
in this study (e.g. inform, inspire, instruct, involve, and incentivise) were found to be reliable and sufficiently valid 
to develop an overall employee engagement concept. The results of structural equation modelling showed that 
employee engagement is significantly related to each of the five constructs: inform, inspire, instruct, involve, and 
incentivise. Further breakdown of the results suggest that employee engagement has the highest relationship with 
involve practice (B=0.901) followed by inform practice (B=0.880), incentivise practice (B=0.837), instruct practice 
(B=0.834), and inspire practice (G=0.821). The mean value analyses showed that inspire practice has the highest 
mean (2.9644). On the other hand, incentivise practice has the lowest mean score (2.5534). Therefore, the retail 
organisations should improve their employee engagement practices, especially incentivise practice. Formal incentive 
programmes, recognising and celebrating employee performance should be introduced to improve in incentivise 
practice. As the employee engagement programmes are low among the organisations surveyed, more improvement 
is required in this regard. Past studies also emphasised employee engagement practices that significantly lead to 
greater organisational and individual performance (Bailey et al., 2017; Saks, 2006). 


The results obtained from this study were compared with past studies that are relevant (Lucas & Temkin, 2012; 
Temkin & Lucas, 2013). The Temkin Group also conducted research on different practices of employee engagement. 
They found that, overall, organisations lack engaged employees (Lucas & Temkin, 2012). This finding is almost in 
line with the current study as overall mean values of practices of employee engagement are below 3, which is fairly 
low. They also have investigated that services industries have the most engaged employees while the retail sector 
has the fewest (Temkin & Lucas, 2013). This study also suggests similarity as the current study was conducted 
on the retail industry of South Africa. As the full model is found to be valid and reliable with partial least square 
structural equation modelling (PLS-SEM) analysis, a new conceptual model has been suggested in the next section 
for future research based on the Five Is of Employee Engagement suggested by the Temkin Group. It has got 
implications for human resource managers, marketers and related decision-makers. It also has contributed to past 
studies related to employee engagements and its antecedent and outcomes (Saks, 2006; Barik & Kochar, 2017). 


CONCLUSION AND FURTHER STUDY 


The study investigated employee engagement levels and practices in retail organisations in South Arica. The findings 
reveal that all the sub-elements of employee engagement are significantly related to employee engagement. Overall, 
the proposed model has validity and reliability and all the hypotheses were supported in statistical analyses. However, 
the study has some limitations. First, it utilised a non-probability sampling process, which is less generalisable than a 
probability sampling. Second, the study does not include any consequence variables of employee engagement such 
as organisational performance. Lucas and Temkin (2012) noted that engaged employees try harder than disengaged 
employees for organisational success. Research conducted by Saks (2006), Markos and Sridevi (2010), and Gruman 
& Saks (2011) suggests that employee engagement leads to better work performance. However, no studies were 
found that have tested the impact of employee engagement including inform, inspire, instruct, involve and incent on 
performance through structural equation modelling. Therefore, a new model has been proposed for future study. 
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FIGURE 3 
PROPOSED MODEL FOR FURTHER STUDY 


The current study investigated the construct validity of the Employee Engagement Survey Questionnaire within 
the South African context. The study was found to be a good fit for the hypothesised model and confirmed the five- 
factor model in terms of the underlying dimensionality of the instrument. The findings thus suggest that the Employee 
Engagement Survey Questionnaire could be used effectively within the South African retail context. 
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ABSTRACT 
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COVID-19 was a sudden and unexpected pandemic that upset the very foundations of human existence world-wide. 
Both Germany and South Africa felt devastating impacts during COVID-19 in the business sector. The effects of 
COVID-19 on millennials’ behaviour patterns is of importance. This paper will shed more light on the impact of fear 
and stress during COVID-19 on millennials’ purchases of certain products. The study employed an online survey. 
The sample included millennials who had internet access, born during 1980-2002 from SA and Germany. Non- 
probability convenience sampling was employed in the study. Germany had 949 and South Africa, 676 respondents. 
Thus, totalling a convenience quota sample of 1625. Corona specific personality traits registered different results. 
The study results revealed that the fear dimension was much higher in South Africa than in Germany. Fear also had 
a high influence on the buying behaviour of different products groups like groceries, toiletries, personnel protective 
equipment and alcohol- with high differences registering between Germany and South Africa during the different 
COVID 19 specific restrictions. 


Keywords: Consumer behaviour, COVID-19, Food, Millennials, PPEs 
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INTRODUCTION 


COVID-19 is one of the greatest humanitarian pandemics registered under disaster management by many countries 
in the world. COVID-19 has caused customers to display fear, stress, anxiety and mass panic. There has been mass 
buying of food, medical supplies, toilet paper, hand gloves, hand sanitisers and face masks worldwide. To manage 
COVID-19, many governments worldwide were forced to take a variety of drastic measures. Due to COVID-19, and 
the rising rate of infection in South Africa (SA), the government declared a National State of Disaster on the 15 March 
2020 and lockdown came into effect on the 23 March 2020. During this time, many stores and businesses in South 
Africa shut down. People stayed at home, and only essential workers were allowed to work. Germany did not have a 
strict lockdown like South Africa. There was, for example, no general curfew (Robert Koch Institute. 2020:1-10). The 
rationale and justification for the researchers choosing these two countries is that Germany is a developed country 
and South Africa an emerging nation. The contrast in their economies creates different implications for purchasing 
behaviour. The study will shed light on the millennial segment, where there is limited information in the literature. It 
will further investigate the impact of stress and fear and how it influences German and SA consumer behaviour during 
the pandemic. 
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Objective and purpose of the study 


Personality traits are essential factors used to unpack why millennials purchase a product during COVID-19. An 
emotion like fear or stress is a strong personality trait that has a bearing on the purchasing patterns and behaviour 
of millennials during COVID-19. Therefore, the main objective of the study is to analyse the impact of fear and stress 
during COVID-19 on millennials in Germany and South Africa and report on how this influences their purchases of 
consumer/household products such as PPEs, toiletries, groceries and alcoholic beverages. 


Millennials in SA and Germany occupy a large market segment involved in the purchasing of products and services, 
and the purpose of this study is to provide companies with information on how to market products to millennials during 
a pandemic. 


LITERATURE REVIEW AND DEVELOPING HYPOTHESES 


The literature review will shed more light on important themes. These themes assist in the development of the 
hypotheses. 


Millennial Customer 


The study is focused on the millennial customer, and it is essential to provide some facts on this market segment. 
Millennials or Generation Y or Eco boomers, as they are known, make up a dynamic and exciting group of the world 
population that is involved in consuming various products and services. Since they make up such a large group of 
the world community, marketers see great value in conducting studies on the millennial market segment and their 
buying behaviour. By understanding this segment, marketers can launch marketing strategies that can capture this 
segment’s attention and further enhance its spending potential in the market. Unpacking the characteristics of this 
group makes millennials easier to understand. 


Moreno, Lafuente, Carreédn & Moreno (2017:137) state that :’"The term millennium is used throughout the world; 
however, birth dates cause a lot of debate worldwide since there are a variety of differences in the period when this 
generation is statistically analyzed.”. DeChane (2014: 1-2) indicates that the millennial generation is a grouping of 
people born roughly between 1980 and 2000. According to Raphelson (2014:1-2), Neil Howe, the historian, coined 
the term “millennial” to describe the generation born between 1981 and 2003.Taking this into account, the authors 
chose their millennial sample from those born between 1980-2002 for the study. 


Ferguson (2012:1-2) posits that millennials make up a vast number of individuals linked together through the 
globalised world networks. Due to the vastness of the generation, businesses and marketers focusing on millennials 
have become a necessity and a priority as opposed to an optional decision. The estimated size of the overall global 
millennial generational cohort is around 1.7 billion people. According to Holmes (2015: 1), the largest population of 
millennials are in India and China. BIZCOMMUNITY (2018:1) indicates that South Africa alone has over 14 million 
millennials, which makes up approximately 27% of the population. According to Stokes (2015:1-2), Germany has 
approximately 14.68 million millennials, amounting to about 18% of their population. 


Henseler (2012: 23) argues that millennials are a generation in search of human dignity, and that they value their 
freedom. Gerzema & D’Antonio (2011:1) indicate that millennials are a set of pioneers who have been changing their 
spending behaviour. They had aligned with companies that they can identify with in terms of their values and beliefs. 
Lee and Kotler (2016:185-192) argue that millennials often use and adapt technology in their daily lives. They have 
a set of values, life experiences, motivations, and common buying behaviours. Furlow (2012: 62) believes that the 
members of this generation are trustworthy, tolerant, individualistic, and academically prepared and have expertise in 
technological use that distinguishes them significantly from the generations that preceded them. 


The next vital theme to discuss is emotions and personality traits and their impact on consumer behaviour. 
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Millennials emotions and personality traits during COVID-19 and its impact on their 
purchases 


The unknown virus was first detected in December 2019 and subsequently identified as the 2019 novel coronavirus 
(COVID-19), based on the symptoms and laboratory test results (Huang, Wang, Y, Li, Ren, Zhao, Hu, Zhang, Fan, 
Xu, Gu & Cheng, 2020: 497-498). COVID-19 was a sudden and unexpected pandemic never before experienced by 
humankind at this magnitude. How millennials are making purchasing decisions about products during COVID-19 
is a critical consideration for marketers. In this study, the researchers analyse how fear and stress during the 
COVID-19 pandemic drove millennials in Germany and South Africa towards making certain product purchases. Tsao 
& Chang (2020: 1801) argue that personality traits and psychological states influence the formation of a consumer’s 
purchase motivation. Therefore, personality traits can, to some degree, explain a person’s behaviour and hence, 
their consumption behaviour and the purchasing decisions taken. During COVID-19, there was a shift in buying 
behaviour stimulated by fear and uncertainty. The pandemic gave rise to some overwhelming emotions and attitudes 
that encouraged millennials towards extreme buying of certain products. According to Meierhans (2020:1), Australia 
like many other countries in the world experienced panic buying and stockpiling of PPEs, food items and general 
household supplies, despite there being no indication of an impending shortage. 


Hawkins and Mothersbaugh (2010: 362-397) indicate that the internal influences that affect consumer behaviour 
consist of an individual’s perception, learning, memory, motives, personality, emotions and attitudes. South Africa 
had a very harsh lockdown, and many products were not allowed to be sold during certain stages of the lockdown. 
Just before lockdown, retail outlets experienced mass buying behaviour in preparation for the lockdown in SA. Only 
essential goods and services were sold at the beginning of lockdown in SA. Essential goods and services included 
shops and retail outlets that catered for food and groceries, medical practices or any business selling medical products, 
hospitals, police, army, navy, ATMs and certain banks, petrol stations and transport services. Restaurants, pubs, 
hotels and tourism agencies were closed. In lockdown, stage four and five, there was a ban on alcohol and cigarette 
sales. Clothing stores were also closed during the first few weeks of lockdown. South Africa had one of the harshest 
lockdowns in the world. In Germany, all goods were available. The infection rate in Germany was low compared to 
South Africa. Since SA was rated at number 5 in the world with one of the highest infection rates, the drastic lockdown 
in SA was implemented by the government to curb the spread of COVID-19. Due to the high infection rates and the 
strict lockdown, the SA millennial customer might have experienced higher levels of fear, anxiety and stress. These 
personality traits and emotions could have influenced their purchases of certain products. Loxton, Truskett, Scarf, 
Sindone, Baldry & Zhao (2020:2) argue that uncertainty and fear during COVID-19 moved to alter consumption 
patterns. 


Consumer decision making was further exacerbated by periods of government-enforced self-isolation for returning 
travellers or individuals who they believed might have been exposed to the virus, as well as broader city- or country- 
wide periods of social distancing where people were largely restricted to their homes. 


Based on the above discussion, we constructed Hypothesis 1: 


Hi: There is a statistically significant difference between the COVID-19 specific personality traits in South 
Africa and Germany. 


Fear of the unknown is reflected in panic buying behaviours as consumers channel their lack of knowledge about 
crises into actions that are perceived as comforting, providing security or that alleviate stress (Elmore 2017:405). 
Maslow’s hierarchy of needs (1943) also indicates that people have a basic survivalist need. Loxton et al. (2020: 5) in 
their study argue that in applying Maslow’s Hierarchy of Needs (1943), they analyse the satisfaction or utility behind 
particular wants and needs, and hence the ways that consumers are motivated to prioritise spending. Customers 
prioritised discretionary rather than non-discretionary expenditures. Colloquially, Maslow’s theory might classify 
purchases as “needs” versus “wants.” Food, clothing, shelter, and then safety are factors that propel customers, 
especially during a pandemic to indulge in mass buying. Yoon, Narasimhan & Kim (2018:3615-3616) suggest that 
spending at retail outlets increased significantly in preparation for an impending disaster to prepare for the unknown. 
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Since coronavirus pandemic is similar to a natural disaster, Larson & Shin (2018:295) state that: “In times of natural 
disaster, buying frenzies in preparation for the upcoming event are to be expected.” Elmore (2017:404) indicate 
that a week before the hurricane Irma’s landfall hit the state of Florida, compared to the same period a year earlier, 
spending at gas stations rose and were recorded as high as 63.2%, at grocery stores 41%. Overall retail spending 
rose 20% in six of the major metro areas across the Florida region. This phenomenon is understandable as the 
human race has a strong will to survive which drives them to prepare for times of hardship. According to BBC News 
Australia (2020:1), customers have been involved in panic buying, stockpiling and mass buying. Measures had to 
be quickly implemented by local stores to manage this type of buying behaviour. They included free delivery of food 
products to customers to avoid panic-buying. Stores placed restrictions on the number of customers allowed in the 
store at any given time to avoid overcrowding, restrictions were also imposed on the number of items that customers 
could purchase due to their possible scarcity. Stores also expanded on the number of suppliers they previously did 
business with, to avoid food shortages. Yoon, Narasimhan & Kim (2018:3615) state that: “Upon detecting any event 
that can lead to upstream disruptions, consumers often stockpile supplies to mitigate the risk of future shortages. 
When rice production in Australia was reduced by 98% after a long drought period in 2008, for instance, consumers in 
Vietnam, India and Hong Kong began to stockpile rice due to the fear of insufficient future supply, which actually made 
the shortage problem worse. After the radioactive leak at Japan’s Fukushima nuclear plant in 2011, for instance, 
consumers went on panic buying of various products such as iodine tablets (in Bulgaria), salt (in China), red wine and 
seaweed (in Russia) that were rumoured to prevent radiation poisoning.” 


From the literature discussion, mass buying and stockpiling behaviour by consumers has taken place in anticipation 
of their fear and stress surrounding COVID-19. Loxton, Truskett, Scarf, Sindone, Baldry & Zhao (2020:2) add that 
the restrictions imposed by governments influenced and changed customers’ purchases of products. As the fear of 
infection increased globally, consumer behaviour changed and affected the timing, breadth and volume of purchases. 


Based on the above discussion, we constructed Hypotheses 2 and 3: 


H2: There is a statistically significant difference between Germany and South Africa’s millennial consumers 
with regard to the influence of fear on the purchasing of food and groceries during COVID-19. 


H3: There is a statistically significant difference between Germany and South Africa’s millennial consumers 
with regard to the influence of fear on toiletry purchasing during COVID-19. 


Wen, Sun, Li, He & Tsai (2019: 9) posit that during a health crisis, people form risk perception about the situation 
and react accordingly. Yuen, Wang, Ma & Li (2020:10) add that the degree of risk perceived by a customer can 
determine his or her assessment of the threat of an outbreak, which can be measured by both the susceptibility and 
severity of the event. Both susceptibility and severity are sub-dimensions of the health belief model, which posits 
that customers are motivated to undertake self-protection behaviour to minimise risk. According to Aliperti and Cruz 
(2019:16), hoarding behaviour prior to or during a disaster is perceived as a form of self-protection behaviour taken 
by the consumer in an attempt to minimise risk. Mehta, Saxena, & Purohit (2020: 293) believe that the most critical 
factors which model the consumer’s behaviour in a crisis are risk attitude and risk perception. Risk attitude reflects the 
consumer’s interpretations concerning the risk content and how much he or she dislikes the content of that risk. Risk 
perception demonstrates the interpretation of the consumer towards the chance of being exposed to the risk content. 
Loxton, Truskett, Scarf, Sindone, Baldry & Zhao (2020:2) add that the COVID-19 crisis may increase consumer fear 
but also the broader repercussions of this fear and uncertainty reflected in new spending decisions. This consumer 
spending could explain somewhat the need for mass purchases of PPEs worldwide. PPEs like masks were seen as 
essential products when appropriately used, served as preventing the spread of the virus. 


Based on the above discussion, we constructed Hypothesis 4: 


H4: There is a statistically significant difference between Germany and South Africa’s millennial consumers 
with regard to the influence of fear on PEE purchases made during COVID-19 pandemic. 
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The media has been reporting daily on COVID-19, and as infection rates increased worldwide, this has stimulated 
or driven- down certain shopping patterns as people’s priorities have changed in keeping with this global crisis. 
In SA, there was a ban on alcohol lasting many months during the lockdown, and in Germany, alcohol was freely 
available. The researchers believe that COVID-19 and the emotions (stress, fear and anxiety) that people have been 
feeling surrounding the pandemic had stimulated certain buying behaviour. The pandemic brought with it high levels 
of stress, and some people needed alcohol to serve as a buffer during this time. Tannenbaum, Hepler, Zimmerman, 
Saul, Jacobs, Wilson & Albarracin (2015: 1178) posit that fear and stress appeal affects the purchase behaviour of 
certain goods. Loxton, Truskett, Scarf, Sindone, Baldry & Zhao (2020:2-7) add that the COVID-19 has had a critical 
impact on consumer behaviours globally, as a rise in restrictions placed by governments and continued uncertainty 
about the pandemic had led to irregular and irrational consumer activity. 


Based on the above discussion, we constructed Hypothesis 5: 


H5: There is a statistically significant influence of fear and stress on the purchase of alcoholic beverages 
during the different stages of the lockdown. 


RESEARCH METHODOLOGY 


There are three types of research design: qualitative, quantitative and mixed methods (Creswell & Creswell, 
2018:47). This research is a quantitative study. A cross-sectional survey research strategy was adopted in Germany 
and South Africa. 


Data Collection Instrument and Data Collection 


The data were collected using a 7-point Likert-like scale questionnaire, that asked questions of millennial 
respondents in both countries, on their perceptions towards buying behaviour and consumption of particular products 
during COVID-19. Bougie and Sekaran (2019:204) comment that the Likert scale technique is used to assess how 
respondents agree or disagree with a given statement. Hair, Celsi, Ortinau & Bush (2008:155) argue that closed- 
ended questions are used for easy collection and analysis of data. 


In South Africa and Germany, computer- assisted questioning was done via an online survey. In South Africa, an 
online panel access provider was used to collect data from the panel respondents. The data collection took place 
between 5-25 August 2020. In Germany, the respondents were recruited via social and personal networks between 
30 July 2020 to 21 August 2020, and the online survey conducted using the online tool Unipark. 


Target population 


The target population are millennials born during 1980-2002 who had internet access and who lived in South Africa 
or Germany. In South Africa, the target population additionally focusses on LSM groups 7 to 10. Some of the analysed 
product categories are expensive, and the upper- income consumers buy them. Therefore, it was decided to select 
the South African Living Standards Measure (LSM) categories of 7 to 10 (predominantly urbanised and wealthier) as 
the target population (Chronison, 2012). Dobbelstein, Mason & Kamwendo (2020:70) add that the selection of 7-10 
LSM groups is supported by the fact that South Africa’s Gini coefficient is (63.0) and in German (31.7). These statistics 
provided by World Bank Group (2019) are indicative of Germany having a much wider spread of wealth through the 
country. In SA, a relatively small proportion of the population are able to afford products with higher- priced product 
categories, whereas in Germany, income levels are generally higher; therefore, most of the German population can 
afford slightly higher price product categories. 
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Sampling method and structure, reliability and limitations 


Non-probability sampling method, namely judgement quota sampling method, is employed in selecting a sample 
of respondents from Germany and South Africa. In South Africa, the LSM group influences the buying behaviour 
quotas for the LSM groups that were set. To make sure that the sample is a good representation of the population, 
these LSM groups were included. In addition, quotas were set for gender and four different age groups. 


In Germany, additional quotas for age, gender and income are set within the selected target group. This is based 
on the fact, that these criteria have an influence on the shopping behaviour, and to assure that the sample represents 
the selected target population for Germany (Mason, Dobbelstein & Corbishley, 2019:67). 


A total sample of 2118 respondents in Germany and South Africa is included in the survey. A comprehensive 
quality check of the answers was done based on the following criteria: 


*« Age and completeness of the survey 
* — Available LSM information 
° Plausibility check regarding the fitting of the answers to 3 different questions. 


Based on the above, 493 questionnaires were removed from the sample. Finally, 949 quality checked, valid 
answered questionnaires remained for Germany and 676 for South Africa. Because of the different ways of data 
collection, the number of participants was easier to control in South Africa than in Germany. The quality of answers 
provided through a panel provider is usually higher compared to those from freely recruited participants. Therefore, 
the over-recruitment in Germany was higher. In this specific instance, the answer quality of the voluntarily recruited 
participants was high, resulting in fewer cases than expected that had to be removed in Germany because of quality 
control. Therefore, the sample size in Germany is more extensive than in South Africa. The researchers decided not 
to eliminate the exceeding questionnaires. Overall, the sample reflects the target population in both countries very 
well. 


As Table 1 shows, in South Africa, all given quotas were excellently achieved. In Germany the highest income 
class (3.000€ + net household income) and the youngest age class (born 1996 — 2002) are over- represented. 


TABLE 1 
DEMOGRAPHIC PROFILE OF SAMPLE 

















South Africa (n = 676) Germany (n = 949) 

Criterion Planned Actual Planned Actual 
LSM 7 36,0% 34,9% not applicable 

LSM 8 23,0% 22,6% not applicable 

LSM 9 25,0% 25,6% not applicable 

LSM 10 16,0% 16,9% not applicable 

Male 49.6% 51,0% 51,6% 47,7% 
Female 50,4% 48.8% 48,4% 51,7% 
Income* <1.000€ not applicable 31,0% 24,9% 
Income* 1.000€ - <2.000€ not applicable 38,0% 30,0% 
Income* 2.000€ - <3.000€ not applicable 22,0% 26,0% 
Income* 3.000 and more not applicable 9,0% 19,1% 
Born 1980 - 1985 19,0% 17,8% 27,0% 19,8% 
Born 1986 - 1990 25,0% 25,0% 24,0% 17,5% 
Born 1991 - 1995 25,0% 27,1% 22,0% 20,7% 
Born 1996 - 2002 31,0% 30,2% 27,0% 42,0% 





*Income: monthly household nett 


74 The Retail and Marketing Review: Special Covid Edition: Vol 16 Issue 3 (2020) ISSN: 2708-3209 


TABLE 2 
RELIABILITY - CRONBACH’S ALPHA 








Dimension Cronbach‘s Alpha 
Covid-19 specific fear 0,742 
Covid-19 specific utilitarianism 0,700 
Covid-19 specific stress 0,804 





The Cronbach's alpha was an excellent instrument used to test reliability in the study, since, it was appropriate for 
the type of data collected, i.e. to evaluate dimensions or constructs based on more than 1 item. Table 2 indicates the 
values of Cronbach’s Alpha scores in the study. 


The dimensions are reliable since the values are above 0.6. 


There was one major limitation of the study. The results could not be generalised to the world millennial market 
segment as the research was conducted on millennials in Germany and SA only. However, the researchers believe 
that since this is a large market segment that has a very high spending power in the global economy, the research 
gathered on this study makes it justifiable and highly relevant. 


RESULTS 


In the discussion that follows the results in the empirical study will be outlined and discussed in detail. 


Descriptive statistics 
Table 3 shows the mean values for South Africa, Germany and in total for the analysed questions. 


The two statements with the highest agreement show a high tentativeness regarding shopping during COVID 19. 
Based on the higher cases of COVID-19 in South Africa compared to Germany, the findings are not surprising that the 
respondent’s agreement to “I only go to the stores if | really need something” is much higher in South Africa (.6.19) 
than in Germany (4.64). 


TABLE 3 
MEAN VALUES OF QUESTION RESPONSES 





South 





Country Germany Aitiba Total 
During COVID-19 | only go to the stores if | really need something. 4,64 6,19 5,28 
With COVID-19, shopping in stores is no long fun and entertaining. 41 5,34 4,62 
| also enjoy my shopping in the stores with COVID-19. 4,59 4,55 4,57 
I'm afraid of accidentally infecting someone with COVID-19. 4,16 5,10 4,55 
I'm afraid of contracting COVID-19 and getting ill. 3,52 5,90 4,50 
| feel stressed by wearing a face mask. 4,09 4,18 4,13 
Because COVID-19 limits shopping with friends, | enjoy shopping less. 3,81 4,43 4,07 
| feel stressed about all the COVID-19 rules and regulations that apply when entering a store. 3,67 4:33 3,94 
| almost never go to the store due to COVID-19 and only shop online when | need something. 3,16 3,88 3,46 
| have a lower income because of COVID-19. 2,43 4,88 3,44 
Because of COVID-19 | have got less time to shop in stores. 2,11 4,98 3,30 
COVID-19 makes it more difficult for me to reach stores. 2,37 4,52 3,26 
| feel uncomfortable because in COVID-19 times there are less people in the stores. 2,12 3,28 2,60 





Scale: 1 = totally disagree - 7 = totally agree 
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TABLE 4 
PERCEIVED BUYING BEHAVIOUR PRE, DURING AND POST LOCK DOWN 

















Pre lockdown During lockdown Post lockdown 
Std. Std. Std. 
Mean Deviation Mean Deviation Mean Deviation 

Food & Groceries 4,78 1,428 4,67 1,513 4,24 1,237 
Alcoholic Beverages 3,50 1,781 3,11 1,817 3,35 1,619 
Clothing 3,14 1,484 2/7 1,591 3,64 1,502 
Leisure Goods, e.g. sports articles, hobbies, board games 3,40 1,669 3,08 1,740 3,29 1,468 
Toiletry, e.g. toilet paper, soap 4,72 1,375 4,56 1,489 4,27 1,244 
DIY & home improvement goods 3,72 1,583 3,34 1,733 3,50 1,468 
PPE’s & medical supplies 4,66 1,576 4,66 1,621 4,20 1,486 





Scale: 1 = much less — 7 = much more 


Table 4 includes the perceived buying behaviour pre, during and post lockdown. 


In Germany, all products were available, even during the lockdown. There was no ban on any product categories like 
alcohol or cigarettes. In Germany, alcohol and cigarettes were also available in any grocery store. During lockdown, 
shops for non-essential products like clothing were closed. These products, however, were always available online, 
which is one reason why the authors selected only people with internet access as the target population. 


During the lockdown in SA, a ban on specific products like alcohol and cigarettes was imposed. The table indicates 
the mean values for both countries. For Germany, the mean scores for buying alcoholic beverages during lockdown is 
3,82, indicative of a slight reduction. For South Africa, it is 2,10, which indicates a high reduction. Out of the 671 South 
African respondents’ who answered that question, 417 said “much less (1)”. Fifty-seven choose the middle category, 
these might be people who have not bought alcohol before. 7.5% answered that they bought more alcohol during 
the lockdown. These questionnaires were double plausibility checked. One explanation for the results might be that 
respondents in SA bought alcohol illegally. 


Formatting Relevant Dimensions 


Thirteen statements were used to measure Corona specific personality traits. An exploratory factor analysis was 
conducted to identify dimensions of personality traits. The Kaiser-Meyer-Olkin Measure of Sampling Adequacy is 
0,845. Bartlett’s Test of Sphericity shows an Approx. Chi-Square of 4440,65 which is highly significant (p<0,001). 
Finally, eleven items were used to create three different dimensions. Table 5 indicates the varimax rotated component 
matrix based on Principal Component Analysis using Kaiser Normalization as Rotation Method. Three dimensions, 
named “Corona specific fear’, “Corona specific utilitarianism” and “Corona specific stress” can be clearly identified. 


Table 5 indicates that the stress dimension is only measured by two items. Originally time stress was reflected 
in the item “Because of COVID-19 | have got less time to shop in stores.” This was intended to be include in this 
dimension, but it showed much higher loadings for the dimension “fear”. Since Cronbach’s Alpha (0.804) and the 
factor loadings (0.836 / 0,777) are very high, face and expert validity confirmed the measurement of the dimension 
with only two items as being acceptable. 


Hypothesis 1: There is a statistically significant difference between the COVID- 19 specific personality traits in 
South Africa and Germany. 


The hypothesis is accepted (p<0,01). 
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TABLE 5 
EXPLORATORY FACTOR ANALYSIS OF COVID-19 SPECIFIC PERSONALITY TRAITS 


Rotated Component Matrix? 





Component - Cov. 19 spec dim 














Covid-19 specific personality traits 1: 2: 3: 
fear utilitarianism stress 
I'm afraid of contacting COVID-19 and getting ill. (corona_fear_1) 4645 302 -,196 
| have a lower income because of COVID-19. (corona_fear_3) 142 -,014 084 
| feel stressed by wearing a face mask. (corona_stress_1) ,000 075 836 
| feel stressed about all the COVID-19 rules and regulations that apply when entering a store. (corona_stress_2) 1187 214 ATT 
Because of COVID-19 | have got less time to shop in stores. (corona_stress_3) 153 5245 147 
COVID-19 makes it more difficult for me to reach stores. (corona_utilitarian_1) ,705 ,236 217 
During COVID-19 | only go to the stores if | really need something. (corona_utilitarian_2) 1339 ,699 -,149 
| almost never go to the store due to COVID-19 and only shop online when | need something. (corona_utilitarian_3) 5209 463 209 
| also enjoy my shopping in the stores with COVID-19. (corona_hedonic_1_inverted for ANALYSIS) 028 ,/60 139 
Because COVID-19 limits shopping with friends, | enjoy shopping less (corona_hedonic_3) ,109 433 369 
With COVID-19, shopping in stores is no long fun and entertaining (corona_hedonic_4) 1184 681 301 





Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization. 
a. Rotation converged in 5 iterations. 


Figure 1 provides an overview of the values for the FIGURE 1 

dimensions for both countries (Germany and South COUNTRY DIFFERENCES REGARDING DIMENSIONS 
Africa). As the single items, the dimensions are measured 
on a scale 1 = very low to 7 very high. It can be seen 
that all dimensions show a higher value for South Africa 
than for Germany. COVID-19 specific fear dimensions 
in South Africa are (5,07) is nearly twice as high as 
compared to Germany (2,61). The utilitarian dimension 
shows a highly significant difference of (0.99), with (5.05) ated 
for South Africa and (4.06) for Germany. The lowest but 

still highly significant difference can be seen for Corona 

specific stress which is (4.26) in South Africa and (3.88) 


in Germany. 





** All values are highly significant (0,00% to 0,01%), n=666-669 (Ger), n=946-949 (ZA) 


The influences of these COVID 19 specific personality traits on the shopping behaviour are analysed using 
univariate regression analysis. The three dimensions are separately used as independent variables. The dependent 
variables are the buying behaviour for groceries, alcoholic beverages, clothing, leisure goods, toiletry, DIY and PPEs. 
The regression analyses are done for the total sample as well as separately for both South Africa and Germany. Table 


6 shows the results for the total sample, Table 7 for South Africa and Table 8 for Germany. 


A limitation of the analysis is that most of the r2 are low. In the discussion the researchers will concentrate on a 
few, statistically significant, and interesting results, i.e. the influence of: 


. Fear on Food & Grocery Purchase 

. Fear on Toiletry Purchase 

° Fear on PPE Purchase 

. Fear and stress on Alcohol Beverage Purchase 
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TABLE 6 
UNIVARIATE REGRESSION ANALYSES FOR TOTAL SAMPLE (SOUTH AFRICA & GERMANY) 
R Square Standardized Coefficients 
Produeh Category AUER Sa: Sip: Fear Per Unitarian Utltarian pea ores 
Pre Grocery 0,084 0,000 0,271 0,000 0,047 0,113 -0,024 0,353 
Lockdown Grocery 0,063 0,000 0,259 0,000 0,001 0,968 -0,031 0,239 
Post Grocery 0,079 0,000 0,310 0,000 -0,045 0,126 -0,044 0,092 
Pre Alc. Beverages 0,050 0,000 -0,219 0,000 -0,028 0,359 0,042 0,116 
Lockdown Alc. Beverages 0,129 0,000 -0,347 0,000 -0,050 0,082 0,090 0,000 
Post Alc. Beverages 0,077 0,000 -0,277 0,000 -0,024 0,411 0,071 0,006 
Pre Clothing 0,012 0,000 -0,101 0,000 -0,036 0,239 0,057 0,035 
Lockdown Clothing 0,029 0,000 -0,137 0,000 -0,075 0,014 0,047 0,080 
Post Clothing 0,011 0,000 -0,040 0,172 -0,096 0,002 0,021 0,427 
Pre Leisure 0,047 0,000 -0,239 0,000 0,035 0,247 0,016 0,540 
Lockdown Leisure 0,055 0,000 -0,230 0,000 -0,022 0,427 0,014 0,603 
Post Leisure 0,048 0,000 -0,181 0,000 -0,082 0,006 0,051 0,054 
Pre Toiletry 0,128 0,000 0,333 0,000 0,032 0,263 0,031 0,226 
Lockdown Toiletry 0,069 0,000 0,219 0,000 0,075 0,012 0,000 0,992 
Post_Toiletry 0,106 0,000 0,331 0,000 -0,007 0,802 0,003 0,901 
Pre DIY 0,003 0,051 -0,071 0,014 0,000 1,000 0,012 0,665 
Lockdown DIY 0,015 0,000 -0,097 0,001 -0,058 0,057 0,030 0,272 
Post DIY 0,008 0,001 -0,056 0,054 -0,067 0,029 0,024 0,375 
Pre PPE 0,034 0,000 0,157 0,000 0,060 0,048 -0,022 0,408 
Lockdown PPE 0,033 0,000 0,143 0,000 0,071 0,020 -0,011 0,671 
Post PPE 0,061 0,000 0,258 0,000 -0,004 0,896 -0,031 0,240 
Highly significant (p< 0,01) — Significant (p < 0,05) 
TABLE 7 
UNIVARIATE REGRESSION ANALYSES FOR SOUTH AFRICAN SAMPLE 
R Square Standardized Coefficients 

Breduer Category bei is sh Ga ach ain a ae 
Pre Grocery 0,002 0,206 0,029 0,533 0,065 0,163 -0,006 0,887 
Lockdown Grocery 0,001 0,267 0,091 0,054 -0,027 0,564 -0,033 0,428 
Post Grocery 0,012 0,012 0,156 0,001 -0,082 0,077 -0,031 0,460 
Pre Alc. Beverages -0,001 0,566 -0,044 0,356 -0,023 0,618 0,022 0,600 
Lockdown Alc. Beverages 0,002 0,228 0,041 0,390 -0,076 0,102 0,060 0,152 
Post Alc. Beverages 0,004 0,117 -0,062 0,188 -0,021 0,657 0,090 0,030 
Pre Clothing 0,001 0,279 -0,068 0,151 0,072 0,121 0,036 0,386 
Lockdown Clothing -0,003 0,862 0,014 0,765 -0,032 0,495 0,026 0,538 
Post Clothing -0,004 0,968 0,002 0,973 0,007 0,889 -0,021 0,617 
Pre Leisure 0,003 0,186 0,028 0,552 0,070 0,132 -0,013 0,755 
Lockdown Leisure -0,001 0,489 0,030 0,531 0,021 0,650 -0,061 0,148 
Post Leisure -0,001 0,512 -0,024 0,616 0,001 0,991 0,063 0,135 
Pre Toiletry 0,038 0,000 0,193 0,000 0,018 0,693 0,007 0,864 
Lockdown Toiletry 0,019 0,001 0,123 0,009 0,061 0,186 -0,047 0,253 
Post Toiletry 0,034 0,000 0,198 0,000 -0,018 0,695 0,021 0,607 
Pre DIY 0,017 0,002 0,105 0,026 0,047 0,309 0,024 0,557 
Lockdown DIY -0,001 0,480 0,065 0,170 -0,002 0,967 -0,011 0,794 
Post DIY 0,001 0,321 0,082 0,085 -0,056 0,237 0,013 0,762 
Pre PPE 0,024 0,000 0,111 0,017 0,082 0,075 -0,003 0,939 
Lockdown PPE 0,022 0,001 0,053 0,252 0,135 0,004 -0,031 0,458 
Post PPE 0,042 0,000 0,217 0,000 0,016 0,729 -0,044 0,286 





Highly significant (p < 0,01) Significant (p < 0,05) 


78 The Retail and Marketing Review: Vol 15 Issue 2 (2019) ISSN: 2708-3209 


TABLE 8 
UNIVARIATE REGRESSION ANALYSES FOR GERMANY 








R Square Standardized Coefficients 

Adj. R Sq. Sig Coeff Sig. Coeff Sig Coeff. Sig 
Product Category Fear Fear Utilitarian _Utilitarian Stress Stress 
Pre Grocery 0,010 0,005 0,108 0,001 0,020 0,581 0,007 0,844 
Lockdown Grocery 0,003 0,115 0,078 0,021 0,002 0,961 0,003 0,926 
Post Grocery 0,003 0,131 0,038 0,261 -0,052 0,164 -0,040 0,267 
Pre Alc. Beverages 0,000 0,396 -0,049 0,151 -0,018 0,626 0,029 0,417 
Lockdown Alc. Beverages 0,001 0,292 -0,048 0,157 -0,015 0,683 0,049 0,178 
Post Alc. Beverages -0,001 0,629 0,036 0,291 0,018 0,630 -0,006 0,866 
Pre Clothing 0,006 0,031 0,008 0,815 -0,103 0,005 0,075 0,039 
Lockdown Clothing 0,007 0,027 -0,039 0,245 -0,091 0,015 0,039 0,281 
Post Clothing 0,022 0,000 0,046 0,172 -0,179 0,000 0,061 0,091 
Pre Leisure -0,002 0,739 -0,034 0,312 0,024 0,513 -0,013 0,725 
Lockdown Leisure -0,002 0,680 0,027 0,424 -0,039 0,289 0,021 0,557 
Post Leisure 0,011 0,005 0,041 0,222 -0,121 0,001 -0,002 0,949 
Pre Toiletry 0,020 0,000 0,098 0,004 0,015 0,678 0,091 0,011 
Lockdown Toiletry 0,023 0,000 0,096 0,004 0,060 0,104 0,069 0,053 
Post Toiletry -0,002 0,791 0,029 0,391 -0,027 0,463 0,010 0,784 
Pre DIY 0,001 0,235 0,043 0,207 -0,016 0,669 -0,053 0,145 
Lockdown DIY 0,004 0,094 0,045 0,181 -0,089 0,016 0,031 0,392 
Post DIY 0,002 0,165 0,048 0,156 -0,067 0,070 -0,007 0,849 
Pre PPE 0,013 0,002 0,111 0,001 0,045 0,222 -0,047 0,192 
Lockdown PPE 0,010 0,005 0,106 0,002 0,011 0,769 0,025 0,493 
Post PPE 0,007 0,018 0,102 0,002 -0,044 0,229 -0,022 0,547 





Highly significant (p < 0,01) Significant (p < 0,05) 


Hypothesis 2: There is a statistically significant difference between Germany and South Africa’s millennial 
consumers with regard to the influence of fear on purchasing of food and groceries during COVID-19. 


The hypothesis is accepted. 


Figure 2 indicates the influence of fear on purchasing food and groceries during the pandemic. The numbers 
depicted in the figure are the coefficients of the regression analysis described above. Fear indicate a mostly highly 
significant influence on purchasing food and groceries. The higher a millennials’ COVID-19 specific fear, the more 
food and groceries he/she buys. This applies to all three phases of COVID-19 namely: pre, during and after lockdown. 


Hypothesis 3: There is a statistically significant difference between Germany and South Africa’s millennial 
consumers with regard to the influence of fear on toiletry purchasing during COVID-19. 


The Hypothesis is accepted. 


Figure 3 indicates the influence of fear on toiletry purchases. The results suggest that in total, fear has led to a rise 
in toiletry purchases, especially pre and post lockdown. In Germany, fear increases purchasing of toiletries equally, 
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especially pre and during lockdown. South African respondents registered lower levels of purchases for toiletries as 
compared to German respondents. Since German millennials could purchase online, these possibilities were not 
available to majority of SA millennials, as there were fewer stores selling online. 


Hypothesis 4: There is a statistically significant difference between Germany and South Africa’s millennial 
consumers with regard to the influence of fear on PEE Purchases made during COVID-19 pandemic. 


The Hypothesis is accepted. 


As denoted in Figure 4, the results suggest the influence of fear on PEE purchases. The results indicate that the 
influence in Germany is stable and on a lower level. In contrast, within South Africa, the influence increases mainly 
before and after Lock down stage 4 & 5, where many non- essential businesses were shut down. 


Hypothesis 5: There is a statistically significant influence of fear and stress on the purchase of alcoholic beverages 
during the different stages of the lockdown. 


The Hypothesis is accepted. 


In Figure 5, the influence of fear and stress on the purchase of alcoholic beverages is shown. Because of the 
significance, the results concentrate on the total sample. In total, it is clear that the higher the fear, the fewer alcoholic 
beverages are bought by millennials’ during COVID-19. 


FIGURE 2 FIGURE 3 
REGRESSION COEFFICIENTS OF FEAR AND REGRESSION COEFFICIENTS OF FEAR AND TOI- 
FOOD & GROCERY PURCHASE LETRY PURCHASE 
o~ 8 Gree o 








Total 


n=1614 n=946 n=668 


** highly significant * significant highly significant "significant 


FIGURE 4 FIGURE 5 
REGRESSION COEFFICIENTS OF FEAR ON PPE REGRESSION COEFFICIENTS OF FEAR AND 
PURCHASE STRESS AND ALC. BEVERAGE PURCHASE 
(IN TOTAL) 
B a 
ag feat 





** highly significant * significant ** highly significant * significant 
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DISCUSSION 


Hypothesis 1: There is a statistically significant difference between the COVID-19 specific personality traits in 
South Africa and Germany. 


The higher value for the South African respondents’ relating to the COVID-19 specific fear could be attributed to 
South Africa having a very high infection rate as compared to Germany. In SA, millennials fear contracting COVID-19 
during shopping. 


In South Africa, due to the pandemic, millennial customers are inclined to want convenience and easy access 
to stores. They would rather frequent shops that are close to them. They would also want to frequent stores that 
have fewer shoppers, to make their shopping experience easier and more enjoyable. Since they want to avoid malls 
and crowed stores because they fear becoming infected, it is understandable why millennial shoppers’ utilitarian 
scores for the South African millennial respondents are higher than the German millennial respondents. Vinerean 
(2013:35) states that: “Utilitarian consumer behaviour has been described as task-oriented and rational in that 
customers’ functional utility is dependent on whether their consumption needs, which inspire the shopping, were met 
successfully.” Kim (2002:434) add that these customers look for a shopping experience that is convenient and makes 
their lives more enjoyable and easier. 


High stress-levels for both South African and German respondents is understandable, given that COVID-19 
has brought on new regulations and safety requirements during shopping. Wearing the face mask is stressful for 
millennials who have chronic asthma and other respiratory diseases and can impact on how often they shop. South 
African respondents could have added stress brought on by the new strict shopping regulations. The customers’ have 
to wear masks, and a limited number of shoppers are allowed in a store. Due to negligence by some store managers, 
who do not abide by the rules, this makes social distancing very difficult to adhere to, thus adding to SA respondents’ 
stress levels being higher than the German respondents. During COVID-19, shopping has become more stressful, 
due to wearing a mask, than previously in both countries. This can alter buying behaviour as respondents, during the 
pandemic, no longer see shopping as relaxing, but somewhat stressful. Also, in SA, many people are wearing the 
masks incorrectly, so this causes higher stress levels reported in the study by the SA respondents who are afraid of 
contacting the virus during their shopping encounters. 


Hypothesis 2: There is a statistically significant difference between Germany and South Africa’s millennial 
consumers with regard to the influence of fear on purchasing of food and groceries during COVID-19. 


The higher the fear of respondents during COVID-19, the more they purchased. Yoon, Narasimhan and Kim 
(2018:3615-3616) suggest that spending at retail outlets increased significantly in preparation for impending disasters 
to prepare for the unknown. According to Hall, Prayag, Fieger, & Dyason (2020:8) hoarding behaviour before or 
during a disaster can be viewed as a form of self-protection behaviour. The results indicate a further development 
in both countries. In Germany, the impact of fear on grocery shopping decreases throughout the three phases, 
whilst in South Africa, it rises. The researchers believe that as the infection rate rose during the different stages of 
lockdown, there was an increase in mass purchases, as millennial shoppers felt they had to mass buy as a way 
to survive the pandemic. The results concur with literature. Upton and Nuttall (2014:1499-1500) add that product 
supply is susceptible to oscillatory behaviour when faced with abrupt changes in demand, such as panic buying and 
stockpiling. Independent supermarkets have also been affected by the high demand for food products. According to 
Bachelor (2020:1) the food sector, including food distribution and retailing, has been put under strain as a result of 
people panic-buying and stockpiling on food. 


Hypothesis 3: There is a statistically significant difference between Germany and South Africa’s millennial 
consumers with regard to the influence of fear on toiletry purchasing during COVID-19. 


The results indicate that in total, fear led to a rise of toiletry purchases, especially pre and post lockdown. Regarding 
the results in South Africa, higher levels of fear contribute to higher purchases of toiletries mainly, pre and post 
lockdown. During lockdown, fewer toiletries were purchased in South Africa probably because of no stocks available. 
Hand wash became very sought after and, people were buying in bulk thus leading to stocks running out and shelves 
being cleared out. Certain toiletries were also imported and were not available as they were either stuck at ports or 
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still on the way to the shops. The strict regulation during stage 5 and 4 lockdown in SA made it difficult for certain 
exclusive retail outlets, which kept stock of SA millennials’ exclusive toiletries, to be open, as they were considered 
stores that were selling non-essential products. Since, only some consumers had online-shopping possibilities, it was 
conceivably the reason why the South African millennials registered lower purchases of toiletries as opposed to the 
German millennials. Added to this, was the continued load shedding, which made online shopping difficult for South 
African shoppers as opposed to German shoppers. In Germany, online shopping is much more aggressively practised 
by conventional retailers than in SA. 


Hypothesis 4: There is a statistically significant difference between Germany and South Africa’s millennial 
consumers with regard to the influence of fearon PEE purchases made during COVID-19 pandemic. 


South African respondents registered a higher purchase of PPEs. Due to fear of contracting the virus and as a 
protective and preventative measure, SA millennials bought more PPEs. In SA, masks were in big demand. Fear 
propelled millennials’ in SA to purchase more PPEs than in Germany. Research conducted by Yuen et al. (2020:1) 
in response to the coronavirus established four key factors causing panic buying: (1) perception, (2) fear of the 
unknown, (3) coping behaviour and (4) social psychology. They concluded that when consumers perceived the 
probability and consequences of contracting a disease to be high, they were motivated to undertake self-protective 
activities, including panic buying, to minimise perceived risk. The findings concur with literature, as purchases of 
masks increased since millennials in both countries feared becoming infected with the virus. High volumes of mask 
sales were reported in the study in both countries, as millennials’ saw the use of masks as a preventative measure 
to limit the spread of the virus. 


Hypothesis 5: There is a statistically significant influence of fear and stress on the purchase of alcoholic beverages 
during the different stages of the lockdown. 


The millennials are very influenced by health issues and over-indulgence in alcohol during the pandemic could be 
seen as a form of risky behaviour towards their health and immune system. This could possibly be why alcohol sales 
dropped. In South Africa, millennials feared the police, as alcohol was banned during lockdown stage 5 & 4, resulting 
in low sales in South Africa for liquor. Referring to the personality trait stress, results are contrary. They indicate 
that the higher levels of stress led to higher purchase of alcoholic beverages in all phases of the pandemic. This is 
accordant, as indulging in alcohol is seen as a way of de-stressing. The millennials believed that alcohol could serve 
as a de-stressing mechanism when they were hearing frightening and scary accounts of COVID-19 in the media on a 
daily basis. Millennials’ in both countries felt that purchasing alcohol before, during and after the pandemic could ease 
their stress and lighten their burden in these COVID-19 times. The millennials’ in SA who reported buying alcohol 
during lockdown stage 4 and 5 could have done so illegally. 


RECOMMENDATIONS 


A recommendation is that marketers’ use the information provided in the study to understand how fear and stress 
impact on millennials’ buying patterns during COVID-19. Marketers’ should also focus their attention on how fear and 
stress are driving the sales of PPEs. PPEs, mostly masks and gloves, are very popular and in high demand in the 
world during the pandemic. PPEs, masks and hand sanitisers prevent the spread of COVID-19. They are essential 
products purchased by millennials. 


A basic survivalist instinct propels millennials towards purchasing more of these essential products. Marketers can 
learn from this study and understand how to categorise essential products and develop reliable supply chain channels 
to ensure their timeous availability and supply during a pandemic or health crisis. PPEs are highly valued goods, and 
stores should maintain high supplies of these goods during such periods. 


Alcohol sales were low during the COVID-19 period. Marketers should recognise that millennials looked at what 
products could keep them healthy and protect them during the pandemic and these were priority purchases. SA banned 
alcohol sales, and marketers’ need to address concerns on what products to market during a pandemic. They should 
also reflect on bans and restrictions placed on products during a pandemic so that they can prepare in advance for 
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such events. Alcohol has also been viewed as a buffer used by people to reduce stress. This can reassure marketers’ 
that even during a health crisis or pandemic millennials, would buy alcohol, even illegally. Marketers’ should learn to 
anticipate in time when bans can be placed on alcohol so that alcohol stocks are present before restrictions and when 
restrictions are lifted. 


Food was an essential item required during a pandemic by millennials. Mass purchasing behaviour was high, as 
millennials were afraid about possible food restrictions placed on certain imported foods and stockpiled on these 
foods. Millennials’ were also fearful of contracting the virus during shopping, so they bought in bulk to ensure that 
they had enough rations to survive on over a long period. Marketers’ can learn from this, and make sure that during 
a pandemic or health crisis, shelves in stores should be well stocked with food. Good supplier networks need to be in 
place during a pandemic to ensure the steady supply of food within retail stores. 


Since fear about contacting the virus during shopping, is a significant concern by millennials, marketers should 
provide this techno-savvy market segment with more online shopping options. Germany is a developed country and 
has more excellent online options in comparison to SA. Retail outlets in SA have a duty and obligation to move onto 
digital platforms to increase their sales during a health crisis or pandemic situation. 


CONCLUSION 


The millennial market segment is an exciting segment with a very high buying power potential. It is imperative 
that marketers gain more advanced knowledge about millennials and their perceptions, needs and buying patterns 
in the global marketplace. During COVID-19, marketing information gathered on the consumer behaviour and buying 
habits of millennials, who are a very active and dynamic market segment, can be very advantageous for a marketer. 
The marketer is in a favourable position, as a pandemic of this magnitude is a new phenomenon. Having crucial 
information on this segment provides a competitive advantage for the firm. Keeping abreast of the needs of the 
millennials’ and what drives them, can be instrumental in winning over their customer loyalty in the marketplace-thus 
resulting in satisfied customers, as well as higher financial returns for the company or retail outlet. 
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ABSTRACT 
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Academic discourse has given much attention to crisis management, a logical trend given that crises have profound 
implications on businesses and on consumers’ behaviour. A core premise that has featured prominently, and indeed 
remains a core research interest, is public health-related crisis. Underpinned on that business and consumers’ 
behaviour implication foundation, this study aims to contribute to the public health crisis management literature, 
albeit from a retail marketing purview. Specifically, this study examines the business implications of the Corona- 
Virus-Pandemic that has paralysed the global economy. To do that, the authors utilise a literature review approach 
to understand the pandemic containment strategies and economic impacts (including implications for businesses). 


The authors invoke leadership (including infrastructure) and strategic and pro-active marketing theories to propose 
a retail marketing approach that would enable businesses as well as customers effectively contain the movement 
restriction implications of such pandemic in the future. The authors contend that the leadership approach and the 
extent and operational modus of infrastructures significantly condition the response effectiveness, impact on business 
and the economic recovery timescale. To conclude, the limitations of this study are acknowledged. Also, useful 
directions for progressing knowledge about public health crisis management and retail marketing are flagged. 








INTRODUCTION 


The critical importance of crisis management has been echoed in academic discourse (e.g. Bundy, Pfarrer, Short 


aia ey ei) 





a a yee, 4d 


& Coombs, 2017; Reeves, Lang & Carlsson-Szlezak, 2020; Senbeto & Hon, 2020). This criticality is justified given 


that crises have profound implications on businesses and on consumers’ behaviour (e.g. Senbeto & Hon, 2020; Lado 
Sestayo, Vivel-Bua, & Otero-Gonzalez, 2016). Within the discourse, a central premise that has received prominen 
attention recently, and remains a core research interest is public health related crisis (e.g. Senbeto & Hon, 2020 


t 


, 


Reeves et al, 2020). Concurring to aforementioned business and consumers’ behaviour implication foundation, this 


study seeks to contribute to crisis management literature from a marketing perspective. 


Without doubt, the Corona-Virus-Pandemic exerted paralytic implications on the global business community, 


86 The Retail and Marketing Review: Special Covid Edition: Vol 16 Issue 3 (2020) ISSN: 2708-3209 


leading to huge economic downturn and unprecedented levels of unemployment (see Section 2.1 and sub-sections). 
For businesses, the Corona-Pandemic induced challenges have reminded of the pertinence for businesses to endorse 
pro-active and innovative marketing strategies. Embracing such marketing orientation would enable businesses to 
not only access larger market segments including also breaking into new markets (Opute, 2020a) but also offset 
natural disaster related crisis and challenges that may cripple mobility. For the consumers, such marketing strategies 
offer benefits, as their ability to obtain needed supplies is enhanced despite mobility restrictions. Premised in this 
pro-active and innovative marketing strategies thinking, this paper proposes a retail marketing approach towards 
addressing natural and health-related crises that impair mobility and place distribution. 


Specifically, this study examines the business implications of the Corona-Virus-Pandemic that has paralysed the 
global economy. To do that, the authors analyse literature to understand the economic impacts (including implications 
for businesses) of the pandemic and the economic recovery patterns. In understanding the Corona Pandemic impact 
on businesses, the authors underline the importance of effective and pro-active leadership. The authors contend 
that the leadership approach and the extent and operational modus of infrastructures significantly condition the 
response effectiveness, impact on business and the economic recovery timescale. Taking a retail marketing approach 
in this paper, the authors illuminate the retail marketing implications of the Covid-19 pandemic. Human nature has 
witnessed different forms of health crises, and to believe that Covid-19 may be the last of such health crises would 
be unimaginable. That in mind, the authors propose a retail marketing model that would enable a sustained effective 
response to health crisis induced economic shocks in the future. Towards achieving the required sustainability impact, 
the authors underline the importance for a strong and effective leadership. Within the leadership perspective for 
this study, the authors also recognise the criticality for facilitating infrastructures. Thus, the authors recognise that 
consumers engage in decision making in their preference formation and emphasise the importance of a marketing 
and brand strategy. 


This paper is progressed thus: First, the authors explain the Covid-19 pandemic, highlighting some facts about 
selected countries. Following that, the authors highlight the implications on economies and business segments. To 
conclude that section, the implications for retail marketing are flagged. Thereafter, retail marketing, and leadership 
theories are introduced. In the concluding section of this paper, the authors propose a leadership and infrastructure 
(marketing and brand strategy) model for achieving a sustained effective retail marketing response and recovery from 
such health crisis induced challenges in the future. Finally, the limitations of this study are acknowledged, and future 
research directions flagged. 


THE THEORETICAL FRAMING 


Natural disaster crises (including health disaster crises, which is the underlying scenario for this study) have 
been a constituent part of human nature. Unlike past health crisis episodes, for example, Ebola virus, Middle East 
respiratory syndrome - MERS, HIV, to mention a few, Corona Virus (Covid-19) exerted immense global economic 
damage. More precisely analysed, the Corona pandemic has massively disrupted the financial markets globally, 
paralysed global economies and caused unprecedented levels of unemployment globally. Globally, businesses are 
still struggling to find ways of containing the Covid-19 implications and getting back to full economic activity. Building 
on leadership theory, this paper proposes innovative retail marketing strategy that would enable organisations thrive 
and effectively meet the needs of customers even in highly challenging health crises where mobility may be restricted. 
The theoretical framing of this paper covers four themes: (1) Covid-19 and implications on businesses; (2) leadership 
theory; (3) retail marketing; and (4) strategic marketing and innovation. 


The Consequences of COVID-19 on Economies and Businesses 


Based on facts from two countries - South Africa and Nigeria (convenience sampling induced), the authors highlight 
some of the economic and business settings implications of Covid-19. 
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Covid-19 Pandemic and the South African Economy and Businesses 


Coronavirus pandemic has become the biggest threat to the global economy and if effective containment is not 
achieved soon may have a recessionary outcome for economies. The economic, financial, and social systems of 
most countries have witnessed major paralytic consequences. South Africa for example had a fair share of the 
effect of changes in the economic and business landscape, and the first containment response to the Covid-19 
pandemic was the imposition of a lockdown from midnight 26 March 2020 (www.gov.za). A direct consequence of the 
lockdown strategy is a shutdown of businesses except for essential services, leading to an unprecedented disruption 
of commerce in most sectors. Most businesses had to close operations with only a few operating at a bare minimum. 
Figure 2.1 shows the operational impact of the lockdown strategy on businesses. 


FIGURE 1 
TRADING STATUS OF BUSINESSES 


46,4% of businesses have temporarily closed during the COVID-19 pandemic 


= Continuing to trade at full capacity = Continuing to trade partially 
= Temporarily closed or paused trading = Permanently ceased trading 
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Source: Statistics South Africa (2020) 


Mining and agriculture - primary sectors of the South African economy (Nicola, Alsafi, Sohrabi, Kerwan, Al- 
Jabir, losifidis, Agha & Agha,, 2020), suffered major impairment as a result of the Covid-19 pandemic, with mining 
operations either halted completely or reduced to very low production and distribution processes with the majority 
of the employees forced to stay at home. As at the time this study was conducted, companies such as Sibanye- 
Stillwater’s and Impala Platinum reported a 60% loss in share price respectively, and Anglo American 40% (African 
Mining, 2020). Similarly, the resilience of the agricultural sector has been tested by the pandemic. The sector is vast 
in its products for both local consumption and exportation. The mobility restrictions affected businesses such as 
restaurants as they could not operate at full capacity, leading to a significant drop in the domestic market demand of 
the agricultural products (theafricareport, 2020). 


The manufacturing sector is one of the most affected sectors in South Africa. The global disruption in the supply 
chain as a result of Covid-19 induced movement restrictions caused a decline in the exportation of commodities. For 
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example, the automobile industry which accounts for a significant portion of the manufacturing activity and a major 


employment source recorded a substantial decrease in production volumes and demand. As documented in the 
March 2020 report, the local market recorded a 30% drop in vehicle sales and a 21.5% drop in export sales compared 
to same period in 2019 (Engineering News, 2020). 


The world-wide lockdown strategy to contain the coronavirus pandemic had vast consequences for the aviation, 
tourism, and hospitality industries. Most airlines around the globe ceased operation, while a few maintained skeletal 
strategic operations related to cargoes of essential products. Fin24 (2020) reports that, with fleets of airlines grounded, 
and all ports of entry closed, the South African tourism industry lost billions in revenue, a consequence of which is 
40,000 job losses. Other industries such as retail, agriculture, and transportation and logistics have been indirectly 
affected with loss in revenue. 


Similarly, the ICT and telecommunications industry has been severely affected by the Covid-19 pandemic. The initial 
closure and suspension of operations by the technology companies (e.g. Amazon, Apple, Samsung, Google, etc.) in 
China, impacted the South African ICT and telecommunications market. With China harbouring the manufacturing 
hubs of these technology giants, and the associated travel restrictions, supply chain distribution of product offerings 
and development initiatives were massively impaired (ITWeb, 2020). 


The South African financial institutions have also been affected by Covid-19 and are still struggling to find ways 
of absorbing the economic shock. According to CNBC Africa (2020), the imposition of national lockdown as a 
containment tool has caused major financial distress for many businesses. The financial distress substance has also 
been reinforced in a recent survey undertaken by StatsSA: 85.4% of the businesses surveyed recorded turnover 
below their normal range with poor trading status (Stats SA, 2020). 


Adirect consequence of businesses shutting down or operating at a bare minimum, owing to the mobility restriction 
containment strategy, is the laying off of employees (see Figure 2). 


FIGURE 2 
IMPLICATIONS OF COVID-19 ON WORKFORCE 





36% of businesses have laid off staff in the short term 


Percentage of businesses: Workforce measures implemented during the COVID-19 pandemic 
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The Economic and Business Implications of COVID-19 in Nigeria 


As commented by Jackson, Weiss, Schwarzenberg & Nelson (2020), the Covid-19 pandemic affected global economic 
growth beyond anything experienced in human history. Africa’s most populated country - Nigeria has also been hard 
hit in several ways by the Covid-19 pandemic. The health implications were devastating with many deaths, as the 
medical care system, which was already broken and overstretched and lacking the capacity to meet the medical needs 
of the population, had a huge challenge in providing Medicare for Covid-19 infected patients let alone put appropriate 
containment plan in place. 


While the immediate health impact is still evolving, the beyond health consequences are felt heavily by the populace. 
The Covid-19 pandemic has caused major economic problems in Nigeria leading to loss of income and livelihood, 
looming debt crisis, amongst others (United Nations, 2020, p.2). Prior to the pandemic, Nigeria’s economy was gradually 
recovering from the 2016 recession, however per capita incomes were still declining (World Bank 2020). In all, the 
Covid-19 pandemic exerted major effects on businesses and the economy culminating in deepened unemployment, 
redundancy, massive job losses and hindrances in the discharge of government activities and responsibilities. The 
devastating effect of Covid-19 pandemic was felt across all sectors of the economy (see Table 1). 








TABLE 1 
SHOWS THE IMPACT OF COVID-19 ON KEY ECONOMIC SECTORS IN NIGERIA 
‘ Share Self i 
Major Economic Exposure to Level of Share in total Share of of Employed employed Unpaid 
Activity coviD-19 em lo moat amplggment male (%) fae workers (%) woes dorkers (ah 
(} ‘0 
Education Low 2,523 4.3 49.3 50.7 17.1 1.0 14 
Human Health and Low 1,974 3.3 38.3 61.7 13.5 0.5 3.4 
Social Services 
Administrative and Support Low 434 0.7 81.6 18.4 24 0.3 0.3 
Services 
Electricity, Gas, Steam & Air Low 7 0.0 100.0 0.0 0.0 0.0 0.0 
Conditioning Supply 
Water Supply, Sewerage, Low 84 0.1 80.1 19.9 0.4 0.1 0.0 
Waste Management & 
Remediation 
Agriculture Low - medium 32,358 54.7 745 25.5 20.0 61.9 79.9 
Construction Medim 1,614 2.7 98.0 2.0 6.4 1.9 0.3 
Financial and Medium 884 1.5 64.3 35.7 6.8 0.1 0.2 
Insurance 
Mining and Medium 112 0.2 92.2 78 0.2 0.2 0.0 
Quarrying 
Arts, Entertainment and 445 0.8 81.0 19.0 3.4 0.1 0.0 
Recreation 
Transportation and 2,390 4.0 99.0 1.0 7.2 3.5 0.4 
Storage 
Information and 388 0.7 78.5 21.5 2.5 0.2 0.0 
Communication 
Accommodation and 935 1.6 12.3 87.7 0.2 1.9 2.3 
Food Services 
Real Estate 66 0.1 96.1 3.9 0.0 0.2 0.0 
Manufacturing 4,922 8.3 61.1 38.9 8.2 8.5 6.5 
Trade 10,015 16.9 35.9 64.1 11.9 19.6 5.1 











Source: Nigerian authorities, ILO, and World Bank estimates. Notes: (1) Economic activities excludes professional, scientific, and technical 
services and other services; (2) level of COVID-19 risk adapted from ILO Monitor 2nd edition: “COVID-19 and the World of Work’. 
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Due to the Covid-19 crisis, many countries globally risk becoming economically insecure. According to Jackson 
et al (2020), the economic fall-out from the pandemic raises the risks of a global economic recession with levels of 
unemployment not experienced since the Great Depression of 1930s. The severity of the impact of Covid-19 on the 
Nigerian economy is further emphasised in the World Bank’s (2020) estimate that the poverty rate in Nigeria would 
increase significantly, leading to 6million additional people joining the poverty circle by 2022. 


From the above, it is evident that Covid-19 had major implications for the global economy, as lockdown was 
enforced leading to restriction of movement of people and goods. Due to the lockdown measures, supply networks 
were disrupted, and production activities were largely stopped. As a consequence, too, consumers could not source 
food supply for their daily upkeep, nor engage in their employment tasks - thus their means of livelihood was more or 
less taken from them. This study proposes that with appropriate digital retail marketing strategy, organisations would 
be better situated to absorb the shocks arising from such pandemic induced movement restriction and also effectively 
serve their market segments (customers). 


Next, the underlying theories (leadership, retail marketing and strategic marketing and innovation) of the conceptual 
proposition of this paper are explained. 


Leadership Theory 


Crisis, with structural implications, can either make or mar the reputation, success, and survival of an organization 
(Preda & Stan, 2016). Effectively managing crisis requires that leaders respond with the right attitude and vision to 
navigate the organisation out of the situation. Extant studies distil various leadership forms: participative, transformative 
and transactional leadership styles (Alkharabsheh, Anmad & Kharabsheh, 2013; Vera & Crossan, 2004; Zohar & 
Luria 2004). It is not intended in this paper to dwell on the aforementioned leadership categorisation, rather the focus 
is to underline the importance of a strong and committed leadership towards enabling organisation to successfully 
navigate through crises induced challenges. The authors forward a leadership perspective that draws on contingency 
lens to explain how organizations can innovatively remain competitive during a time of crisis. 


Contingency Theory 


Crisis comes with social, cultural and economic consequences at both micro and macro levels (Preda & Stan, 
2016). Consequences such as increased poverty and inequalities are usually the outcomes of crisis such as 
Covid-19 (United Nations Development Programme, n.d). To effectively respond to such pandemic crisis, nations 
and organizations must have a good leadership drive (Preda & Stan, 2016; Nyenswah, Engineer & Peters, 2016). 
According to Alkharabsheh, Ahmad, & Kharabsheh (2013), the nature of crisis determines the leadership approach 
and rational decisions. Thus, ensuring a strategic and responsive leadership approach is a critical navigation factor 
in such pandemic times. 


Leadership scholars contend that transformational and transactional leadership styles are critical management 
tools in times of crisis (e.g. Alkknarabsheh, Anmad & Kharabsheh, 2013; Zohar & Luria, 2004). That contention may 
draw its plausibility from the way these leadership styles are enforced: transformational leadership style inspires and 
motivate followers, while transactional leadership focuses on organization, teamwork and supervision; leadership 
features that would aid effective crisis management. However, the fit of any leadership strategy would depend on the 
dynamics of the crisis (Vera & Crossan, 2004). That notion is supported by recent literature (Nyenswah, Engineer & 
Peters, 2016). Forwarding a contingency leadership approach for effectively managing in a period of crisis, Nyenswah 
et al (2016) examined the Ebola virus disease outbreak in Liberia. They noted that different leadership styles were 
adopted at each of the four situations of the crisis (crisis recognition and early mobilization, emergency phase, 
declining epidemic phase and lastly the long tail. 


Recognising that there is no single best fit leadership strategy for effectively responding to all crisis situations, we 
embrace the contingency logic and suggest a leadership approach that embraces pro-active and innovative marketing 
foundation (e.g. Opute 2020a; Opute, Irene & Ilwu, 2020) towards achieving effective retail marketing response to the 
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Covid-19 crisis. Taking into consideration the peculiar dynamics of Covid-19 (for example, lockdown and extended 
implications), the authors forward a leadership viewpoint that recognises the need for a strategic marketing orientation 
that would enable organisations ensure a retail marketing strategy for not only effectively absorbing the economic 
shocks associated with such pandemic-induced lockdown but also effectively meeting the customers’ needs. 


Retail Marketing 
Retail Marketing during and after the COVID-19 Crisis 


More than ever before, the COVID-19 pandemic which has engulfed the global economy like a wild fire will shape 
the nature of retail marketing. The retail industry is one of the service sectors hard hit by the pandemic (Fernandes, 
2020). Current strategic plans have been rendered useless but the need for planning has become even more important 
as retailers across the world battle to come up with survival strategies. The closure of national borders, the restriction 
to the movement of people and goods, re-alignment and re-prioritisation of budgets, the isolation and quarantining of 
huge numbers of people and the requirements of social distancing are and will continue to have profound implications 
for the retail landscape. Fernandes (2020) estimates that in China retail sales fell by as much as 20% during the first 
three months of the pandemic, while a 20-30% reduction in consumer spending since the advent of the pandemic was 
reported in Italy (WRC: 2020). Looking ahead, COVID-19 pandemic will have a lasting impact on how retailers run 
their businesses and how they engage with customers, suppliers and other stakeholders. 


By its very nature of connecting people to products and services, retailing has found itself at the epicenter of the 
COVID-19 crisis especially considering the sudden jump in e-commerce transactions, retailers having to learn and 
adapt to the changing global market with incredible speed and skill in order to ensure that supermarket shelves are 
not empty and consumers continue to have uninterrupted access to goods and services (World Retail Congress 
(WRC), 2020). 


Given that the effects of the pandemic will continue to be felt in the coming years, it is imperative for retailers to 
learn quickly to find ways to swiftly adapt and survive the challenges of the pandemic. Essentially, the pandemic 
brings both challenges and opportunities for retailers. Not only has it affected retail marketers, other stakeholders 
that retail marketers deal with, from employees and employers, to key stakeholders such as customers, suppliers, 
competitors and society at large have not been spared. This review will focus on how retailers could learn and adapt 
to the challenges posed by COVID-19 crisis from a retail marketing mix perspective. 


The Retail Marketing Mix 


Blut, Teller & Floh (2018) elucidate that the retail marketing mix enables retailers to establish a close relationship 
with their customers. The retail marketing mix includes all mechanics in a retailer’s process of goods and services 
offer to the consumers and also all the programmed efforts of the managers that adapt the store to the market 
environment (Lazer & Kelley, 1961). Berman & Evans (2010) add that the retail marketing mix consists of internal 
factors that are controlled by managers in order to establish and sustain retail patronage and influence the short- and 
long-term performance of retail organisations in terms of sales, profits, and return on investment. 


The components of the retail marketing mix have been the subject of debate in academic literature (Hansen, 1990; Blut 
et al., 2018). Reference has been made to the traditional marketing mix which is composed of the 4Ps (Product, Place, 
Price and Promotion) (McCarthy, 1964). Further literature categorises nine (Hansen, 1990), ten (Berekoven, 1995) and 
six (Muller-Hagedorn, 2005) elements of the retail marketing mix. In another conceptualisation, Barth (1999) posited that 
the retail marketing mix consists of only three elements namely service delivery, remuneration and consumer influence. 
Azeem & Sharma (2015) note that retail marketing includes some additional, distinctive aspects that the traditional 
marketing mix does not address. In a study that seemingly supports that claim, Blut et al (2018) suggest 24 retail-related 
instruments and these include marketing aspects such as the product range, pricing, distribution, incentives and online 
retailing. Despite the aforementioned developments, it must be emphasised that the expanded marketing mix which 
extended the traditional marketing mix by adding people, process and physical evidence to the 4Ps remains the most 
documented in retail marketing literature, hence the 7Ps viewpoint is embraced in this review. 
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Product 


The challenge of retail marketing during the COVID-19 crisis and beyond is to ensure that businesses produce the 
“right” products to meet customer needs. The core business of retailers is to provide the market with the right products 
at the right time, right price, right place, right quantity and right quality (Berman & Evans, 2010). The pandemic has 
hugely disrupted retailers’ ability to deliver on their core businesses. Pantanoa, Pizzib, Scarpib, & Dennis (2020) 
elucidate that since the advent of the pandemic, consumers have exhibited a stockpiling behaviour which is different 
from their usual shopping behaviour thereby leading to a huge spike in demand for some products and failure by 
some retailers to supply the required goods and services. 


Price 


The price represents the value that retailers attach to their products and services. From the customers’ perspective, 
the price denotes the value customers are willing and able to exchange for the products and services that retailers 
offer. The disruption of the global supply chain and subsequent unavailability of some products has had an influence 
on consumers’ price sensitivity with some consumers willing and able to accept price increases of even up to 300% 
for certain emergency products such as masks and sanitisers (Pantanoa et al, 2020). Much as some retailers have 
made huge losses as a result of reduced demand, others have made billions in profits as a result of a huge spike in 
demand of certain products, especially food items and PPE. 


Promotion 


The need for efficient and effective communication has been brought to the fore as a result of the pandemic. Retail 
marketers need to make sure that all their stakeholders are kept informed about the pandemic and how it will impact 
on the availability of their preferred products and services. The pandemic demands that retail marketers communicate 
relevant, and practical information to their audiences in real time (WRC, 2020). Retail marketers will need to share 
information about product availability, in-store health and safety so that they protect the well-being of their employees 
and their customers. This information should be shared across stores and across geographical markets. Efficient on- 
point communication about product availability across markets will also ameliorate the challenges caused by panic 
buying and stabilise the supply chain of certain products. Furthermore, there is need for retailers to share knowledge 
about changes in shopping behaviour during the pandemic (WRC, 2020:5). 


Place 


The “place” marketing mix element represents distribution and it seeks to ensure that products and services 
are available to customers at the point of sale, (Blut et al. 2018). The shutdown of some industries including the 
transport sector in some countries has led to a massive disruption of global supply chains (WRC, 2020). This has 
led to stock-out situations for some products and increasing demand for others. For instance, the closure of borders 
and restrictions on exports compel retail marketers to diversify their supplier base, find alternative suppliers and in 
the particular case of South Africa reduce dependence on Chinese suppliers. Ivanov (2020) notes that panic buying 
and stockpiling of staples such as rice, pasta and tissues in countries such as South Africa, the United Kingdom and 
Australia has had a negative impact on the global supply chain. The disruption to the global supply chain and the 
subsequent stock-outs therefore challenges retail marketers to review their supply chains in order to rationalise them 
so that they are shorter, agile and responsive to market shocks. 


Process 


The process element of the expanded marketing mix denotes the steps through which a customer goes in order to 
access retail goods and services. Government regulations on the movement, congregation and gathering of people 
has led to the emergence of queues inside and outside of stores. This has thus compelled billions of consumers 
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across the world to start shopping digitally (WRC, 2020) bringing into question the sustainability of brick-n-mortar 
retailing. Pantano et al (2020) highlight that many customers including the elderly are switching to online purchases, 
discovering the safety and benefits of home-deliveries, store pick-ups, and cashless payments. Retail marketers 
therefore need to be prepared for this new normal. WRC (2020) further argues that e-commerce sites such as 
Amazon and Alibaba, with their advanced logistics and fulfillment capabilities, will be the biggest beneficiaries of the 
COVID-19 crisis as billions of consumers shift to online shopping to overcome the restrictions brought upon by the 
crisis. 


People 


Pantano et al (2020) postulate that COVID-19 has led to a major shift in consumer behaviour with store patronage 
deterrents such as long waiting times and overcrowding in retail stores. Furthermore, Pantano et al. (2020) note that 
consumers have become “patient” and are willing to spend time waiting in queues in order to access stores. COVID-19 
has also compelled some retailers to introduce innovative social responsibility services such as priority delivery slots 
for vulnerable or elderly customers in their dealing with special needs customers (Pantano et al., 2020). In some retail 
stores, the elderly and vulnerable do not stand in queues and they also have access to reserved checkout counters to 
ensure that they do not spend much time in queues. This also helps to reduce their exposure to multitudes of people 
and the resultant risk of contracting the COVID-19 virus. 


Physical evidence 


Physical evidence refers to the environment in which goods and services are provided. Restrictions on the 
movement of people, requirements for social distancing and the placing of people in quarantine and isolation as 
a result of COVID-19 has led to a situation where traffic to some retail stores has been fundamentally reduced. 
Ivanov (2020) notes that panic buying and stock-piling of staples such as rice, pasta and tissues in countries such 
as South Africa, the United Kingdom and Australia has had a negative impact on the global supply chain as some 
consumers prepare for the unknown future. The pandemic coupled with government regulations around it have 
therefore compelled retailers to invest more in infrastructure and other services that seek to ensure the health and 
safety for store patrons. 


Strategic Marketing and Innovation 


Day & Montgomery (1997) delineated four fundamental issues that underlie the marketing field, two of which fit 
within the conceptual motivation for this paper, namely: (1) How do markets function and evolve?, and (2) What are 
the contributions of marketing to organisational performance and societal welfare? Being conscious of how markets 
function is essential for retail businesses and the extent to which businesses maintain that consciousness would shape 
their marketing performance and extendedly organisational performance. From a synthesis of responses of 36 strategic 
marketing educators, Varadarajan (2015) categorised 8 unique (style, wording and length) yet overlapping responses. 
In line with the conceptual framing of this study, the authors embrace the view that the strategic marketing field is about 
“the study of strategies that businesses use to create value for customers” (Varadarajan, 2015, p.80). 


Furthermore, based on responses from the same sample, Varadarajan (2015) underlines two fundamental issues 
to strategic marketing: firm behaviour and firm performance, a conclusion that resonates with the viewpoint of Day & 
Montgomery (1997). A firm’s behaviour is influenced by its consciousness of how markets function and evolve, and this 
ultimately would impact organisational performance. Conscious of constant technological evolvement and increasing 
marketing implications, alongside the Covid-19 pandemic and its paralytic impact on businesses, this study makes a 
case for business models that are founded on strong strategic marketing drive (e.g. Opute, 2008). A strategic marketing 
orientation is critical to effective customer orientation and enhanced organisational performance (Opute, 2020a). Bearing 
in mind that crises could set in, be they natural or health related, that could have paralytic consequences for businesses 
(such as the ongoing Covid-19 pandemic), the authors argue for a strategic marketing focus which is proactive and 
leverages technological opportunities to effectively deliver value to customers even in pandemic times. 
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According to Gartner (2015), Internet of Things (loT), a strategic technology trend, tremendously impacts business 
opportunities, and firms would achieve better customer orientation and boost performance, if they utilise the impacting 
potentials of loT (Opute et al, 2020). The ‘place’ element of the marketing mix relates to distribution and seeks to 
ensure that products and services are available to customers at the point of sale, (Blut et al, 2018). At the peak of 
the Covid-19 pandemic, necessary containment measures had to be enforced, leading not only to the shutdown of 
some industries including the transport sector in some countries which led to massive disruption of global supply 
chains (WRC, 2020), as well as lockdown with restricted movement. A severe implication of the latter (lockdown) for 
consumers is the inability to access food supply due to movement restriction. It is pertinent that strategic marketing 
initiatives be enforced to secure the target of providing customers with goods and services, hence the authors argue 
that the point of sale with regards to ‘place’ feature of the marketing mix, should not only be physical but also digital. 
So, the authors argue that innovative retail marketing processes should be put in place to aid online shopping 
(e-commerce). 


RESEARCH METHODOLOGY 


The conceptual premise of this paper is on the impact of crises, such as the ongoing Covid-19 pandemic on 
societies (economies, businesses and consumers), and a retail model that would effectively eliminate the point of 
sale consequences for consumers when there is movement restriction. Therefore, this paper, which was based on 
review of literature, was carefully focused on capturing literature that fits within the conceptual frame. The literature 
presented in this paper was sourced through databases and websites. Qualitative in nature this study involved the 
systematic collection, organisation, description and interpretation of textual, verbal or visual data (Hammarberg, 
Kirkmann & de Lacey, 2016). In an attempt to ensure that appropriate materials were used, the authors made use of a 
mixture of review methods namely traditional literature review, and document analysis. This process was to ensure a 
multidimensional perspective on Covid-19-Pandemic and its implications for retail businesses. To offer a wide-ranging 
overview in this study, the authors gathered and synthesised substantial peer-reviewed articles about corona virus, 
retail business management, strategic marketing and leadership. Considering the newness of the virus and how it has 
impacted businesses, the authors thought it best not to narrow our search for articles but instead carry out a detailed, 
comprehensive search of literature by making use of the traditional literature review method (Jesson, Matheson & 
Lacey, 2011; Li & Wang, 2018). 


For a study of this nature, the authors felt that organisational and institutional documents would be useful. Owing 
to this, we applied document analysis as part of our review method. Therefore, we consulted institutional websites 
such as the World Bank, the United Nations, World Health Organisations and several other government agencies’ 
reports. The authors basically adopted the counsel of Dey (2005) who argues that “... in documentary analysis, 
the criteria for selecting documents, or for focusing on particular extracts, should reflect the issues on which the 
researcher is seeking evidence.” With regards to Covid-19 and its impact on the businesses, literature search was 
specifically limited to publications on South Africa and Nigeria. 


RECOMMENDATIONS: LEADERSHIP AND MARKETING STRATEGY MODEL 
FOR ACHIEVING SUSTAINED EFFECTIVE RETAIL MARKETING RESPONSE 
AND RECOVERY 


The central focus of this study is to forward a retail marketing strategy for effectively responding to crisis situations 
such as Covid-19 where containment measures such as restriction of movement may be enforced. In line with that 
focus, the impact of Covid-19 on retail marketing was underlined, as well as the retail marketing mix and Covid-19 
implications highlighted in the literature review. Within that focus too, the importance of appropriate leadership strategy 
that drives a pro-active and innovative strategic marketing orientation that is not only performance enhancement 
enabling but also enabling customers to conveniently access their needs despite movement restriction was also 
underlined in the literature review. In this section, the authors offer retail marketing enabling recommendations, 
pinpointing clearly the leadership, strategic marketing and retail marketing mix tenets, towards mitigating the lockdown 
implications for businesses as well as customers. 
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During times of crisis of immense daunting challenges with significant implications for businesses as well as 
customers, businesses must embrace agile response strategies. This is the underlying rationality for the conceptual 
premise of this paper. Combining leadership and marketing strategy foundations, this study forwards recommendations 
for effective retail marketing response and recovery. Taking the Covid-19 pandemic as a focal point, this study forwards 
a retail marketing strategy that would enable organisations effectively meet the needs of their customers even in 
health crisis situations where countries and cities are put under strict lockdown. The authors argue that achieving such 
retail marketing strategy for effectively containing the implications of such health crisis requires a strong leadership 
that is not only pro-actively driven both also embraces innovative retail marketing strategies. The authors argue that 
a careful fit-for-purpose strategy is essential towards ensuring effective response. While the proactive measures 
that lend utility in responding to crisis situations could take different forms, the measure and timeliness of response 
effectiveness hinge significantly on two major factors: a steady and measured leadership; and a clearly functioning 
retail infrastructure. 


The marketplace is becoming increasingly dynamic and the plausibility of the customers being the king is gaining 
increasing validity. To compete effectively in such dynamic market landscape, organisations require a suitable retail 
marketing strategy. In this study, the authors extend that pertinence and argue that organisations aiming to effectively 
absorb and contain the implications of natural disaster induced crises require a retail marketing strategy that contains 
initiatives for enabling organisations to effectively absorb and respond to the unfolding challenges. One critical lesson 
that has been learned through the Covid-19 pandemic is the pertinence for retail marketers to embrace digitalised 
marketing. Digitalised technologies based marketing, also called e-commerce, which has been defined as “the 
process of buying, selling, transferring, or exchanging products, services and/or information via computer networks, 
mostly internet and intranet” (Turban, King, Liang & Turban, 2010:48), has enabled economies like Germany cope 
more effectively with the movement restriction implications as they had already existing marketing processes that 
allow customers to place their orders online and their orders are delivered to their door steps. The ‘place’ marketing 
mix component is no longer physical space specific but could be virtual space based. 


The post-COVID-19 retail landscape demands that retail marketers find new ways of identifying and satisfying 
emerging customer needs (WRC, 2020:9). Retail Marketers need to start visualising and planning for the post- 
COVID-19 scenario. There is need for retail marketers to come up with business models that are agile and responsive 
to market shocks. The post-COVID-19 environment will require retailers to shift from a short-term “fire-fighting” 
mentality to sustainable long-term thinking structured along the need to develop business models that are robust and 
withstand market shocks and uncertainties. 


Digital technologies are increasingly defining daily life dynamics (Opute, 2017). Consequently, for consumers as 
well as companies, digital technologies are significantly constituting a tool for stimuli response (for the former) (Opute 
et al, 2020; Belk, 2013; Opute, 2017) as well as delivery of marketing strategy and tracking consumer behaviour (for 
the latter) (Opute, 2020a+b; Ozuem, Howell & Lancaster, 2008). There is a growing trend of paradigm shift from the 
point of practice of marketing, especially in securing competitive advantage not only in local (e.g. Opute, 2020) but 
also in global markets (e.g. Rachinger, Rauter, Muller, Vorraber & Schirgi, 2019; Opute, 2020a; Lobo & White, 2017) 


Within that focus of securing competitive advantage, companies may not only leverage the internet and emerging 
technologies in the products and services delivery to customers, but also in securing strategic engagement with 
customers (e.g. Opute, 2020b; Ozuem et al, 2008). Leveraging that foundation, this study underlines that retail marketers 
can, through their effective implementation of e-commerce practice, boost their digital marketing environment, and 
thereby effectively interact with their customers, capture their products’ or service’s emotions, towards adopting pro- 
active marketing initiatives to meet their needs, either by ensuring timely and appropriate product (or service) delivery 
or filling new market needs through product or service innovation (e.g. Opute, 2020a). 


Issues around business continuity and innovation will become significantly important in the post Covid-19 period. 
The post-COVID-19 environment will demand that retailers develop new innovative models to drive business’s capacity 
to keep their customers, who in the modern-day market landscape are becoming more powerful and could quit at any 
slight opportunity (Opute, 2017). The importance of the innovative retail marketing strategy has been demonstrated 
by Grant Pattison, the former boss of Massmart, in the Edcon Group marketing turnaround. Equally important in that 
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innovative retail marketing stride is the pertinence for a pro-active orientation towards creating strategic and creative 
partnership across different sectors. While the effectiveness of such innovative approach has been documented, for 
example, Global retailers such as Spar have embraced the concept of joint procurement as a way of overcoming the 
challenges they are facing in terms of the supply of products to their stores (WRC, 2020:9), this study emphasises the 
importance for strongly leveraging the digital technology enablement. 


Retail marketers need to view the current crisis not as the beginning of the end but more as an opportunity to 
refocus, rebuild (through innovation) and recover from the crisis. Indeed retail marketers should not only be aiming to 
recover from the shocks from the Covid-19 pandemic but should be consciously aware of the glaring paradigm shift 
in marketing practice where the internet and digital technologies are defining the new order. Digitalised marketing will 
be the norm in a not too distant future. Therefore, to effectively refocus, rebuild and implement adequate strategic 
and innovative marketing processes that will make the cutting edge, a strong, pro-active, agile and contingency driven 
leadership approach would be essential. Such leadership qualities would be the key differentiators between marketers 
that would make the cutting edge and those that would lose out. Pantano et al (2020) note that the COVID-19 crisis 
will shape and re-shape the relationships that retailers have with their customers. Retail marketers aiming to survive 
in the new marketing order would need to effectively use digital technologies not only in enabling customers to place 
their orders through online media, as well as achieving effective and timely delivery to customers, but also in ensuring 
effective customer engagement towards identifying and meeting customers’ needs. Acting swiftly would be a key 
leadership approach. A fit leadership strategy is required to ensure that suitable and adequate enabling infrastructure 
is in place, and adequately skilled personnel are positioned at the key points to ensure appropriate data management 
towards customers’ information tracking to understand their nature and time of need, and also use relevant machine 
learning tools to facilitate strategic customer interaction that can impact revenue positively. Finally, the leadership 
should focus at orchestrating strategic interactions that facilitate meeting expectations at every stage of the buying 
journey. 


DIRECTIONS FOR FUTURE RESEARCH 


This study has forwarded a pro-active and innovative retail marketing strategy that would lend its utility in effectively 
responding to and minimising the economic implications of the lockdown containment strategy of crisis management 
on businesses and customers. Beyond that, the forwarded retail marketing strategy would enable businesses to 
improve their operational dynamics to meet the gradually unfolding new marketing norm. The ongoing Covid-19 
pandemic has undoubtedly raised the attention on crisis management, and in particular, crises of the nature that 
may warrant lockdown strategies. For businesses and customers, crises of such nature would have far-reaching 
implications. There is a huge research premise here from the point of the implications of Covid-19 on businesses 
and what strategies businesses as well as customers are embracing to overcome the implications. Multiple directions 
exist in that regard, from the point of industrial differentiators, geographical differences and government role, amongst 
others. Future research could be carried out to investigate the level of customer satisfaction with waiting times during 
the COVID-19 pandemic and how this will influence their shopping behaviour after the pandemic. 
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ABSTRACT 


The COVID-19 pandemic has caused significant disruption to global economic activity, global supply chains and 
international trade. Studies forecasting the impact of the COVID-19 pandemic on South African trade are sparse 
despite an increase in research on the pandemic. We investigated the effect of COVID-19 on South African export 
and import values by firstly analysing the effect of other past crises on trade using monthly trade data for South Africa 
for the period January 2005 to July 2020. Before the forecasts, we validated the forecasting power of ARIMA models 
in the presence of significant swings in trade. Thereafter forecast values for the period August 2020 to July 2022 were 
computed. Our findings reveal that the COVID-19 pandemic, like other supply chain disruptions of global proportion, 
will result in the contraction of South African trade. However, the country is more likely to report a positive trade 
balance. This will contribute to a positive balance of payments and exchange rates during the forecast period. Weak 
domestic demand may explain the inferior imports against exports predicted between August 2020 and July 2022. 
Despite the anticipated positive trade balance, weak domestic demand could also weaken the country"s economic 
growth projections. The forecasts in this study may also be used by policymakers to anticipate tariff revenue from the 
different regions. It is also imperative for policymakers to advance bilateral trade agreements with Asian, European 
and African countries, the major export destinations. The African Continental Free Trade Area is a welcome strategy 
that may boost trade between South Africa and other African countries. 


Keywords: Trade forecasting, supply chain disruptions, COVID-19, South Africa 


INTRODUCTION 


Global supply chains have resulted in global interconnectedness among firms and have become a major source of 
competitiveness both for individual firms and economies at large (Cantwell, 2017; Contractor et al., 2015). Global 
supply chains or global value chains are characterised by the “international expansion and geographical fragmentation 
of contemporary supply chains” (Vandenbussche, Connell & Simons, 2019:2; Gereffi & Lee, 2012: 24). Firms at 
various stages in the global supply chain specialise in specific competences that the entire chain leverages on to be 
more competitive compared to individual firms or localised supply chains (Vandenbussche, Connell & Simons, 
2019:25). Global supply chains have facilitated the transfer of technology and knowledge facilitated through trade 
(Kalaitzi, 2018:1). In particular, the proliferation of global trade has resulted in easier access to innovative raw 
materials, production processes, marketing and after sales strategies (Lamy, 2010; Baldwin & Lopez-Gonzalez, 2015). 
Firms are now more dependent on global suppliers for intermediate inputs. Intermediate inputs account for 20 to 50 
percent of final manufacturing output globally (Blanchard, Bown & Johnson, 2016:5). This is because of globalisation 
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and liberalisation of trade, which have opened markets and increased international trade levels to unprecedented 
levels (Jenkins, 2018; Siddiqui, 2017:514). 


Dependency on trade results in vulnerabilities to disruptions (Lee, 2019:12). Supply chain disruptions are external 
shocks caused by intentional or unintentional human actions and natural disasters (Ambulkar et al., 2015:111). These 
disruptions partially or completely negatively impact the inventory levels, contracts and incentives, sourcing decisions, 
and strategic decisions of the various stakeholders in a supply chain (Snyder et al. 2016). Supply chain disruptions 
result in supply uncertainty (Begen et al., 2016), increased operational and financial risk (Scheibe & Blackhurst, 
2018:43) and a reduction in network reliability (Snyder & Daskin, 2005; Kerivin & Mahjoub, 2005). Developing self- 
sustaining economies is one approach to mitigating the vulnerability to external shocks (Hosseini et al., 2019:286). 
However, isolation can be limiting because the interconnectedness and interdependencies among economies brought 
about by global supply chains cannot be replaced by the internal resource endowments or competencies (WTO & IDE- 
JETRO 2011: 83-85). Although global trade can result in deficits that are undesirable, the global economy cannot do 
without international trade (Baldwin & Lopez-Gonzalez, 2015:1686). As a result, global trade continues to be important 
despite efforts to build self-sustaining economies. 


South Africa, an emerging market, has been grappling to position itself a key player in the global market. Like many 
economies, South Africa depends on imports of intermediate and finished goods, which makes the country vulnerable 
to external shocks. An analysis of the growth of South African supply (exports) relative to international demand for 
products exported by South Africa, reveals the structural weaknesses in South Africa's trade competitiveness 
(TradeMap, 2019). Exports from South Africa are mainly primary sector products that constitute a small proportion of 
world market share and are in low growth market segments (TradeMap, 2019). In 2018 South Africa recorded a 
positive trade balance, however, its exports constituted 0.5 percent of world trade in comparison to other emerging 
markets namely: Brazil 1.2 percent, Russia 2.3 percent; India and China 13 percent (Trade Map, 2019). A considerable 
proportion of exports in 2018 were classified as losers in growing markets (TradeMap, 2019). This means that despite 
these markets experiencing high and positive growth rates, South Africa"s share in world exports between 2014 and 
2018 declined. It is evident from the above that South Africa is vulnerable to shocks and disruptions such as a global 
pandemic, because it is dependent on trade. 


The global economy is currently faced with the disruptions of the coronavirus SARS-Cov-2, resulting in the disease 
known as COVID-19. The COVID-19 pandemic originated in China in December 2019 and has rapidly swept across 
the world and affecting most of the world (Tindale et al., 2020:2). Consequently, several governments imposed travel 
and trade restrictions to contain the spread of the virus as they recognised that global connectedness was an enabling 
factor for spread of the disease (Fauver et al., 2020:994). The COVID-19 pandemic has been a significant disruption to 
global economic activity and to global supply chains. Attempts to contain the virus led to national and worldwide 
shutdowns with the concomitant disruption of global supply chains. Past pandemics show that at the onset people tend 
to perceive a higher risk of infection due to insufficient information and this can lead to avoidance of public spaces 
(Brahmbhatt & Dutta, 2008; McKibbin & Sidorenko, 2006). On the response end, public health protocols guide 
governments to impose restrictions to public spaces as a containment measure while an appropriate disease 
management approach is identified (Noy & Shields, 2019:7; Kleinman & Watson, 2006:31). Thus, the perceptions of 
the public and the reaction of government lead to business disruptions that result in demand and supply shocks (Chou 
et al., 2004:96). 


Similar observations can be seen in non-pandemic crises such as the global financial crisis (GFC) of 2009 
(Anderton & Tewolde, 2011). At the onset of the GFC, loss of confidence in banks caused the mortgage market to 
collapse as the market was perceived to be too risky (Makin, 2019:13). This resulted in a run on deposits and drying up 
lines of corporate credit and trade finance related products resulting in decline of global trade (Ahn et al., 2011:298). 
Governments responded by measures that included improved regulation of the financial sector, raising deposit 
insurance limits, stimulus, and stabilisation packages (Morrison, 2009:5; Khatiwada, 2009:2,10,13; Bhaskar & Gopalan, 
2009:13). 


Despite the growth in empirical studies about the COVID-19 pandemic, it remains unclear how South Africa’s 
international trade performance will be in the future as studies concerning this issue are sparse. Having established 
South Africa's vulnerable international position and trade dependency, this paper aims to address this gap by 
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assessing the impact of the COVID-19 pandemic on South African trade. This will be done by forecasting imports and 
exports using the auto regressive integrative moving average (ARIMA) model. This was achieved by pursuing three 
objectives: 


. Compare the effects of the COVID-19 pandemic on South Africa's international trade performance against the 
effects of other previous crises. 

° Examine the forecasting power of the ARIMA model in the presents of significant shocks in South Africa's 
international trade values. 

° Forecast South Africa’s future international trade values from August 2020 to July 2022. 


The first objective involved trend and descriptive analysis. The second objective involved the assessment of the 
ARIMA model's capability to forecast future movements in international trade values in the presence of significant 
shocks. The third objective involved the use of the model to predict the export and import values for South Africa for 
the period August 2020 to July 2022. 


The contributions of this article in quantifying the impact will assist policymakers and firms, among other 
stakeholders, who are concerned with supply chains disruptions as they manage the impact of the pandemic on their 
firms and the national economy at large. 


LITERATURE REVIEW 


Pandemics fall in the class of low frequency high impact risks (lvanov, 2020:1). They fall outside the theory on 
economic costs of disease on an economy (Luh et al., 2018:218). In the normal context, disease introduces additional 
costs through lost opportunities, reduced productivity, and expenditure incurred in disease treatment (McKibbin & 
Sidorenko, 2006:7). In pandemic cases, the economy loses out due to demand shocks and supply side disruptions 
(McKibbin & Fernando, 2020:4; McKibbin & Sidorenko, 2006:39). These shocks result from a combination of risk 
perception and impact of containment strategies (Mackey & Liang, 2012:122). Despite being considered as one of the 
worst pandemics, the COVID-19 pandemic is not the first the world has experienced in the recent past. Notable 
pandemics include the plague originating from Surat, India in 1994 (Guha, 2020; Epstein, 2009), severe acute 
respiratory syndrome (SARS) in Guangdong, China in 2002 (Yang et al., 2020; Petersen et al., 2020; Kleinman & 
Watson, 2006), and the H1N1 swine flu in Mexico, 2009 (Maines et al., 2009:1). 


Several important lessons emerge from both pandemic and non-pandemic crises. Five of the key lessons are 
discussed here. Firstly, transmission of crisis from one nation to another is through interconnections such as global 
supply chains. Hence, economies that are connected and open to trade tend be more affected (Hale et al., 2016:16; 
Coelho et al., 2020:5). Secondly, disruptions in the global supply chains also account for a significant decline in trade 
during crises (Ivanov, 2020:3). Thirdly, economies with high degrees of specialisation in supply chains (Yi, 2009:46; 
Miroudot & Ragoussis, 2009:6) and making use of distributed production facilities are particularly vulnerable (Amador & 
Cabral, 2017:4). Fourthly, the sectors most affected include those producing goods that rely on global trade of 
intermediate goods such as capital goods and automotive sectors (Makin, 2019:17). Finally, information about the 
degree of risk and the impact of the crisis is usually scarce (Strekalova, 2017:334). 


The information scarcity does not only affect supply and demand but also affects institutions responsible for 
executing the response (Alcantara-Ayala, 2002:119). Inefficient flow of information causes delays in decision making 
that can compromise response coordination and timing, leading to suboptimal outcomes (Araz et al., 2020:3; 
Quarantelli, 1988:18). This is critical in an environment where resources are constrained by competing priorities in the 
pandemic context (Wankmuller, 2020:3). Predicting the impact of the pandemic on outcomes through forecasting can 
mitigate these challenges by guiding decision making (Calnan et al., 2018:401; Buyuktahtakin et al., 2018:1048). 


While there are differences in the nature and severity of pandemics, they have all been observed to contribute to 
economic decline (Calnan et al., 2018:402). This poses a challenge for leaders to craft an appropriately timed 
response that balances the need to contain the pandemic and prevent irreparable economic damage (Ivanov, 2020:2). 


Since trade will play a significant role in mitigating both disease spread and economic decline, responses to the crisis 
need to factor the impact of the pandemic on the nation's trade (Kassa, 2020:5). For the response to be effective it 
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must be fact based, recognising the disruption of trade. Studies predicting the impact of the coronavirus pandemic on 
South African trade are sparse despite an increase in research on the pandemic. 


RESEARCH APPROACH 
Data 


Monthly data for South African export and import values of products were obtained from the World Trade 
Organisation's Trade Map database, although COVID-19 restricted the movement of products and services. The period 
for the analysis was determined by the availability of monthly import and export data for South Africa. At the time of 
extraction, monthly data for exports and imports were available from January 2005 to July 2020. The data was in 
United States Dollars (USD: Thousands). Consumer Price Index (CPI) data was collected from Statistic South Africa’s 
website and was used to adjust the export and import values for inflation. Thus, the data was converted to USD 
Constant Prices with January 2005 used as a base month. It is important to filter out the effects of changes in inflation, 
which allows the values to be reasonably compared across the different months. 


Estimation methods 


The initial step, in line with the first research objective, was to use trend analysis and descriptive statistics to 
analyse South African monthly international trade data from January 2005 to July 2020. The effects of COVID-19 on 
trade performance were compared against other previous crises (2008-2009) or notable shocks (2016). To address the 
second research question, we validated the forecasting power of the ARIMA model using historical data. This step 
aims to test the predictive power of the model by computing forecast values for the periods January 2008 to December 
2009, January 2016 to December 2017, and July 2018 to July 2020; comparing them to actual import and export 
values during the same periods. After validation of the ARIMA model, research question three was addressed by 
forecasting the future movements of exports and imports. The ARIMA approach is discussed in detail, which begins 
with an assessment for autocorrelation and partial autocorrelation to determine suitability for ARIMA forecasting. 


Autocorrelation and partial autocorrelation 


As indicated in Guha and Bandyopadhyay (2016: 118), the autocorrelation function (ACF) is defined as follows: 
ACF=corr(X_t,X_(t-k)), where X_t is the current observation and X_(t-k) is an observation k periods ago. The values of 
the ACF ranges between -1 and +1. The partial autocorrelation function (PACF) measures the correlation between an 
observation k periods ago and the current observation, after accounting for observations at intermediate lags (lag<k) 
(Brooks, 2008: 222). For instance, the PACF for lag 4 measures the correlation between X_t and X_(t- 4) after 
accounting for the effects of X_(t-1) , X_(t-2) and X_(t-3). The ACF and PACF plots are generated and checked for 
spikes, which occur outside the range -1 to +1. Moreover, the data is checked for seasonality to ensure no critical 
information is left out in the building of ARIMA models. 


ARIMA model 


Theoretical foundation 


Time series analysis is the backbone of ARIMA models. As explained by Asteriou (2006: 246) in his book, Applied 
Econometrics: A Modern Approach using Eviews and Microfit, for the time series framework, the initial point is to 
exploit the information about a variable that is present within the variable itself. The advance of time series analysis 
brought a view that contradicts that of the traditional econometricians as argued in the book. Traditional 
econometricians underscored the application of economic theory and the study of contemporaneous relationships to 
describe associations among explained and explanatory variables . That said, “...times series analysis contradicts the 
beliefs of economic theory, in that it is not based on any theoretical framework, but it considers it better to let the data 
speak for themselves" to determine the model” (Asteriou, 2006: 246). Although these different approaches were not 
interrelated in the past, there seems to be convergence, as some of their basic features can be adopted and applied 
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simultaneously. Since this study applies a single time series (i.e. series for trade), it is a univariate time series analysis. 
More specifically, it is a univariate ARIMA model. 

To better understand time series and ARIMA models, the key concept of stationarity is described. According to 
Stock & Watson (2015: 577-578), in times series analysis, the notion that historical relationships can be generalised to 
the future is formalised by the stationarity concept, which suggests that the probability distribution of a time series 
variable does not change over time. Consequently, a stationary process requires the future to be the same as the past, 
at least in a probabilistic sense. Three characteristics of a stationary time series are as follows: 


E(v: )=constant for all t 
Var(yve)=constant for all t 
Cov(y_tyt+«) =constant for all ¢ & all «0 


Characteristic one shows that a series (Y) exhibits mean reversion; the mean fluctuates around a constant long- run 
mean, it is constant over time. Characteristic two shows that the variance of a series is constant over time. The last 
characteristic is that the autocovariances remain constant over time and for each given lag. 


Brooks (2008: 318) summarises the definition of a stationary series as one with “constant mean, constant variance 
and constant autocovariances” for each given lag. The key idea that is necessary for our ARIMA models and forecasts 
is that shocks to a stationary time series are essentially temporary, but as time goes on the effects of the shocks 
disappear and the series will revert to its long-run mean level (Asteriou, 2006: 247). In this case, the COVID-19 
pandemic shocked South African trade values, but the effect will disappear over time. From a policy perspective, it is 
imperative to know the future movements of trade values, especially after the crisis. This is achieved through ARIMA 
forecasting. 


ARIMA models and application 


Given the earlier discussion, the ARIMA model is an approach for forecasting time series by assuming that past 
value of the series and past error terms contain information for forecasting (Ngan, 2016: 38). ARIMA models were first 
introduced by Box and Jenkins (1976). An ARIMA model is decomposed into autoregressive (AR) - indicates weighted 
moving average over past observations, integrated (I) - indicates linear trends or polynomial trend, and moving 
average (MA) - indicates weighted moving average over past errors (Guha and Bandyopadhyay, 2016: 118). 


The AR (1) model is expressed as follows: 


n= 04+ 


where »,is a white noise error term and 10 |<1 is a constrain that ensures the mean reverting characteristic of a 
stationary time series. This AR (1) model suggests that the present value of a variable (y) is largely dependent on its 
previous value (y,,). It also means that what will happen to the future value of the variable (vy...) is dependent on the 
current values of the variable (y,). 


The MA (1) model is expressed as follows: 

Y=P+4-./ 

where p:is a white noise error term and |9|<1 is required to avoid an explosive time series. This MA (1) model 
suggests that the present value of a variable (vy) is dependent on its immediate previous error terms (u /). 


Both AR and MA models give the rationale for forecasting future values using historical observations. When many 
lags are considered, the general forms of autoregressive and moving average models become AR(p) and MA(q). 


By combining the AR(p) and MA(q) models, an ARMA(p, q) model is built. Adding the integrated (1) component 
leads an ARIMA model and it shows that the series is transformed into a stationary time series. In most cases, time 
series often contain seasonal effects, and seasonal differencing is used to eliminate the seasonal effects, leading to 
SARIMA models (Han et. al., 2010: 1399). Thus, two general expressions exist, which are non-seasonal ARIMA(p, d, 
q) and multiplicative seasonal ARIMA(p, d, q)(P, D, Q) where (P,D,Q) are the model"s seasonal components. 
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The non-seasonal ARIMA model can be written as follows: 


= a+ 714-1 + 724-2 + ---- nnn nnn nennnn nnn n nnn *m Yp“t-p + + AQA-D 4 -nnnn nnn n ene *m Aqt4t—q 


where y, is the observed series (i.e. trade value, in this study), pq are orders of the model (i.e. chosen lags or 
previous trade values & errors), »and Y are parameters of the model. The random errors (ur) are assumed to be 


independently and identically distributed with a mean of zero and a constant variance of « . The Box-Jenkins ARIMA 
model, to estimate and forecast a univariate time series, involves three stages: identification, estimation and 
diagnostics checking (Asteriou, 2006: 257, Brooks, 2008: 230). 


Identification is the stage for choosing appropriate order of the model, that is, p, 4, and q. The series needs to be 
stationarity and hence if it is not, it can be differenced (i.e. including the d component) to make it stationary. This study 
starts by fitting an auto-ARIMA, which automatically chooses an appropriate model. But whenever the auto-ARIMA 
shows evidence of autocorrelation or partial autocorrelation, the model is customised to control for the identified lag 
order. But the stationarity test of the series is also undertaken using the Augmented Dickey-Fuller (ADF) unit root test. 


Estimation is, at this stage, the estimated models that are computed using the maximum likelihood method or the 
least-squares method; this study uses the latter. 


Diagnostics checking is done to determine whether the model is adequate. The ACF, PACF or Ljung-Box tests 
could be used to check for autocorrelation (Brooks, 2008: 231). The LBQ statistic test indicates whether the residuals 
over time are random and independent. The LBQ's two hypotheses are the null hypothesis - the residuals are 
independently distributed, and the alternative hypothesis - the residuals are not independently distributed. 
Independence of residuals shows no autocorrelation. Once the models pass diagnostic checking, forecasting of 
international trade values is done. 


Validating ARIMA models 


Having collected trade data from January 2005 to July 2020, the first step is to identify recessions and major swings 
in trade values that took place since 2005. South African trade values responded to disruptions such as the 2008-2009 
recession and the recent COVID-19 pandemic. Another notable shock in economic growth and trade values happened 
in 2016. Thus, this study chooses three periods: January 2008 to December 2009, January 2016 to December 2017 
and July 2018 to July 2020. Data from January 2005 to December 2007 (January 2005 to December 2015) is used to 
forecast trade between January 2008 to December 2009 (January 2016 to December 2017). Data from January 2005 
to June 2017 is used to forecast trade between July 2018 and July 2020. The forecasts are compared against the 
actual trade values. 


Forecasting trade values 


After validating the ARIMA models, the next step is to forecast South African trade values from August 2020 to July 
2022 using data from January 2005 to July 2020. Thus, the forecasts are starting from a period when nations are still 


FIGURE 1: DECOMPOSITION OF SOUTH AFRICAN DOMESTIC OUTPUT (% CHANGE) 
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battling the COVID-19 pandemic. 
RESULTS 


Past recessions and international trade value movements 


The series of international trade values are expected to respond significantly to recessions or shocks. The major 
focus was placed on three time periods. Firstly, the 2008-2009 period owing to the global financial crisis (GFC). The 
second period of interest was 2016, as a significant decline in South African economic growth was observed in that 
year. Lastly, the recent 2020 decline in growth due to the COVID-19 pandemic was also observed. Owing to the lack of 
monthly international trade data before 2005, it was not possible to consider other recessions that happened in the 
past before the 2008-2009 GFC. In South Africa, Figure 1 shows a massive recession that started in 2008, reaching 
the pick in 2009 and other significant declines in economic growth around 2014, 2015 and 2016. The response of 
South African trade values to these recessions is discussed. 


SA international trade values’ response to recessions in the period 2005-2016 


During the global financial crisis, both export and import values for South Africa dropped significantly (as presented 
in Figures 2 and 3). The second notable drop in trade values occurred in 2016. The World Bank (2018:10) reported a 
drop in South African domestic output in the period 2008 to 2009 resulting from a combination of the global shocks, 
world demand shock, domestic shocks, and commodity-specific shocks. 


As shown in Figure 1, at the peak of the GFC, the major influence of the recession emerged from domestic shocks, 
followed by the world demand shock and then the commodity-specific shock. The second major drop in trade values in 
2015 and 2016 was also associated with negative growth rates, mostly due to domestic shocks and the influence of the 
world demand shocks. The trends for the five regions and the rest of the world portray a similar pattern since 2005 as 
shown in Figures 2 and 3. Generally, the exports to Asia are large, followed by Europe, Africa, America and Australia, 
in this order. The same order applies for the imports from these continents, except that the imports from America have 
slightly been higher than imports from Africa. This information is summarised by the descriptive statistics in Table A1, 
in Appendix A. It is difficult to tell from the trends which of the five regions" trade values changed by a larger 
percentage, possibly due to the effects of recessions or other macroeconomic shocks. The next section 
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FIGURE 2 
PLOT FOR SOUTH AFRICAN EXPORTS 


South African Exports (Jan 2005 - Jul 2020) 
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FIGURE 3 
PLOT FOR SOUTH AFRICAN IMPORTS 


South African Imports (Jan 2005 - Jul 2020) 
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presents descriptive statistics for the percentage changes in trade values across the five regions and the world at 


large. 


Percentage changes in trade values 


Table 1 presents the changes in South African trade values since 2005. Between 2005 and 2020, South Africa 
recorded the largest decrease in export values to Australia (April 2020), followed by Europe (April 2020), Africa (April 
2020), America (April 2020) and Asia (January 2016), in this order. 


This illustrates that in general, the major decline in exports to four out of five continents occurred this year. This is 


reasonable given the lockdowns that happened not only in South Africa but also in several countries over the world. 


Exporters were not able to produce and demand from other countries dropped due to the COVID-19 pandemic. 


TABLE 1 


PERCENTAGE CHANGES IN EXPORTS AND IMPORTS VALUES (JAN 2005 - JUL 2020) 
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Exports 
World Africa America Europe Asia Australia 
Min -45,286 -48,791 -47,708 -60,477 -36,689 64,210 
(Apr 2020) (Apr 2020) (Jan 2016) (Apr 2020) (Jan 2016) (Apr 2020) 
Max 181,595 174,496 168,257 206,843 121,478 239,049 
(May 2020) (May 2020) (Jan 2008) (May 2020) (May 2020) (May 2020) 
Avg 1,917 2,374 2,862 1,982 2,154 5,673 
Imports 
Min -34,367 -90,902 -31,204 -35,196 -32,660 -63,377 
(Dec 2006) (Jul 2020) (Jan 2016) (Dec 2006) (Dec 2006) (Feb 2009) 
Max 43,047 276,580 58,731 47,050 51,908 167,161 
(May 2020) (Oct 2007) (Mar 2010) (Jan 2013) (Mar 2010) (Mar 2010) 
Avg 1,101 7,677 1,281 1,310 1,429 5,321 





Note: In parenthesis () are the months when each value was recorded. 


This massive decline in exports exceeded what happened in 2008 to 2009 during the GFC. Another remarkable 
observation is that the largest percentage increase in exports during the period of study was to Australia (May 2020), 
followed by exports to America (June 2008), Africa (May 2020) and Asia (May 2020), and then Europe (May 2020). 
Subsequently, South Africa's exports to America responded the most to the GFC while exports to the other four 
regions responded mostly to COVID-19. This is not surprising given the GFC originated in America and was one of the 
most affected regions. A larger positive percentage change during these recessions shows how export values to a 
particular region moved from the lower values. 


As for imports, the largest percentage drop was for products from Africa (July 2020), followed by Australia 
(February 2009), Europe (December 2006), Asia (December 2006) and lastly, America (January 2016). In terms of 
positive changes, the highest percentage increase in imports was from Africa (October 2007) and Australia (March 
2010). 


It can be concluded from the descriptive analysis that South African trade values have been volatile, with major 
swings in export and import values reported mostly during recessions (e.g. 2020, 2016, 2008-2009). Figures 2 and 3 
reveal the swings in trade values especially in 2008-2009, 2016 and 2020. Moreover, the results show that the COVID- 
19 crisis caused major swings in exports compared to the previous 2008-2009 GFC and the 2016 economic growth 
shock. While a major change in imports from the rest of the world was reported in 2020, major changes in regional 
imports were recorded in different years, as shown in Table 1. This answered the first research question. 


Researchers and policymakers have been using forecasting models such as ARIMA to predict the future 
movements of trade (e.g. Farooqi, 2014). It is imperative to investigate the predictability power of such forecasting 
models in the presence of significant shocks. Particularly, in the presence of the recent COVID-19 crisis that forced 
most economies into national lockdowns, it is of interest to know the potential effect of this on future international trade 
values. This is because international trade movements play a vital role in other macroeconomic fundamentals such as 
the balance of trade, exchange rate and economic growth. This study investigates the forecasting power of the ARIMA 
models in the presence of the major swings in trade values, which then followed by forecasting future values. Checking 
for autocorrelation and stationarity properties of the data are essential preliminary considerations. 
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FIGURE 4 FORECASTING 2008-2009 INTERNATIONAL TRADE VALUES 
Forecasts from ARIMA(2,1,0) Forecasts from ARIMA(0,1,1) 
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FIGURE 5 
FORECASTING 2016-2017 INTERNATIONAL TRADE VALUES 
Forecasts from ARIMA(1,1,20) Forecasts from ARIMA(1,1,12) 
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Preliminary checks 


Stationarity of data 

Before evaluating the forecasting power of ARIMA models, stationarity tests were conducted using the ADF unit 
root test by Dickey and Fuller (1979, 1981). The results showed that except for the exports to Australia, all series were 
stationary in the first difference and hence the tested ARIMA models should show an integration of order one (i.e. in 
ARIMA, the ,J" part should be 1). 


Autocorrelation in original series 

The autocorrelations and partial autocorrelations of the export and import values were checked. Across all the ACF 
plots there were significant spikes that dropped gradually as the number of lags increased. On the other hand, the 
PACF indicated only a significant initial lag across all the series. Working with the level values of the series could 
generate poor forecasts due to the presence of autocorrelation. When the Auto-ARIMA detected any autocorrelation, it 
was eradicated by accounting for the detected lags. 


Seasonality check 


For instance, Figure A1 in Appendix A reveals seasonality in data. Changes in exports are generally negative in 
January, April, July, and December while changes in imports are generally negative in February, April, September, 
November, and December. These seasonal patterns are accounted for in most of the estimated ARIMA models. 


Validating ARIMA models in the presence of significant shocks 


Our major focus is on how ARIMA models would have been able to make meaningful forecasts during the January 
2008 to December 2009 (validation window one), January 2016 to December 2017 (validation window two) and July 
2018 to July 2020 (validation window three) periods. 


112 The Retail and Marketing Review: Vol 16 Issue 1 (2020) ISSN: 2708-3209 


Validation windows one and two 


Data for South African exports to and imports from the rest of the world is used to validate ARIMA models during 
significant swings that occurred in the periods January 2008 to December 2009 and January 2016 to December 2017. 
Figures 4 and 5 show the results. In both figures, although the point forecasts are supposed to be the best guess of 
what will happen, they are not realistic as trade values are expected to change or fluctuate due to seasonality and 
trends (see Figure A1). It is possible in this case that the smaller sample sizes may explain the poor performance of 
the point forecast. Despite this problem, this does not render ARIMA models unsuccessful since they provide the lower 
and upper values at both 80 percent and 95 percent forecast intervals (Fls) within which the actual values are expected 
to fall. 


In the plots, the outer interval is the 95 percent forecast interval (Fl), and the inner interval is the 80 percent FI. 
These intervals are essential as policymakers want to get a sense of how far the actual values might be. For both 
exports and imports, the ARIMA models in Figures 4a, 4b, 5a and 5b correctly predicted that there was an 80 percent 
chance that the actual future values will fall within the inner forecast intervals. 


Validation window three 


The results for validating ARIMA models by forecasting trade values between July 2018 and July 2020 are 
presented in Appendix B. Unlike the previous validation windows, some breaches of the forecast intervals occurred. In 
June 2020, the 95 percent upper forecast interval was breached in terms of exports to the rest of the World, Africa, 
America and Asia (see Figures B1a, B1b and B1c, B2a). The lower 95 percent forecast interval was only breached in 
the case of imports from Africa in July 2020, which shows the lowest import value of 51832 (Figure B2d). Forecasts for 
imports from Asia were also breached (Figure B3c). For the remaining six forecasts, ARIMA's forecast intervals were 
not breached. 


The key conclusions from validating ARIMA models are that: 


. The actual values are most likely to lie within the 80 percent FI most of the time. 

. When a significant spike in trade values happens, the 95 percent forecast interval might be breached in certain 
months (in our tests, a breach occurs only in one month). 

° The breach of forecasts for exports and imports does not essentially happen across all export and import 
forecasts (in our tests, it occurs in six out of 16 forecasts), mainly depending on how trade values for a particular 
region have changed. 


Based on these findings, the breach of ARIMA forecast intervals is only experienced when the change in trade 
values is significantly large. For instance, the breaches in this study were only associated with major changes in trade 
values due to the COVID-19 effect, but not the other tested periods like the GFC. 


South African international trade value forecasts (August 2020 to July 2022) 
Forecasts (USD Constant Prices, 2005 base year) 


This section presents the forecasts for exports and imports from August 2020 to July 2022. Figure C1a shows the 
forecasts for total exports and imports from the rest of the world. The forecasts entail that exports for South Africa will 
be higher than imports during the entire forecasting period. This followed a rise in exports above imports in the last 
three months (May, June and July) of the sample. Note that the exports and imports are expressed in thousands of 
USD at constant price (the base month January 2005). In July 2020, the export values were 6850302 while imports 
were 4757346. The forecasts show that the values will remain generally between 4000000 and 8000000 during the 
forecasting period while imports will be generally between 3500000 and 5000000. According to OECD (2020: 303), the 
“COVID-19 outbreak adds to South Africa's already severe economic challenges, with depressed growth, large fiscal 
deficits, increasing debt and high social vulnerabilities.” Moreover, strict measures to contain the spread of the 
coronavirus affected production in major sectors and led to a slump in demand. The domestic demand shock may 
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persist for several months, which may also explain why imports forecast might remain lower than exports. 


Holding other factors constant, this prediction shows that the country is likely to experience a positive balance of 
trade (BOT) position in the coming months. While this may be fascinating from the perspective of BOT, the forecasts 
indicate that between August 2020 and July 2022 the exports will drop by 34 percent. In the same period, imports will 
drop by approximately nine percent. The exports from the rest of the world will be fluctuating with notable drops likely 
to occur in January 2021, December 2021 and July 2022. A fall in export values during these months is evidence for 
seasonal patterns in exports that are demonstrated in Figure A1 in Appendix A. Major drops in imports are likely to 
happen in June 2021 and December 2021. Seasonal patterns play a role in these drops. However, fluctuations in 
exports and imports are likely to emerge from other factors such as the domestic demand shock, world demand shock, 
commodity-specific shocks and exchange rate volatility. These are future risks exporters and importers should expect. 


Figure C1b provides extra information concerning the expected changes in exports and imports compared to the 
previous periods. The past performance is represented by the yearly averages of exports in the periods August 2018 to 
July 2019 (5041370 - period 1) and August 2019 to July 2020 (5943896 - period 2). The yearly averages for the export 
forecasts will be 7502130 and 6355377 in the periods August 2020 to July 2021 (period 3) and August 2021 to July 
2022 (period 4), respectively. Thus, exports from the rest of the world increased by 18 percent in period 2 from the 
preceding period August 2018 to July 2019. The forecasts show that in a year, the yearly average will rise by 26 
percent in period 3 but becomes negative (-15%) in period 4. In these four periods, the imports increased by 
approximately five percent in the second period and predicted to drop by 16 percent in the third period, and another 
drop (6%) in the fourth period. Subsequently, the yearly average of exports is expected to increase first and then drop, 
whereas the yearly average of imports continuously decreases. 


Figures C1c and C1d decompose the yearly average exports and imports by regional destination and origin (Africa, 
America, Europe, Asia and Australia) in the four periods: August 2018 to July 2019 (period 1), August 2019 to July 
2020 (period 2), August 2020 to July 2021 (period 3), and August 2021 to July 2022 (period 4). Across all periods, 
most exports have been to Asia, followed by Europe and Africa while America and Australia are the least destinations. 
China has been the top trading partner of South Africa and it has a major influence on Asia being a major export 
destination of South Africa. From period 1 to period 2, there was an increase in exports to all regions. ARIMA models 
forecast that the yearly averages of exports to Africa, Europe and Asia will continue to rise in periods 3 and 4. 
However, the yearly averages of exports to America and Asia are likely to decline in the fourth period. Figure Cid 
shows that yearly average imports from America, Europe and Asia increased between period 1 and period 2 while in 
the same periods the imports from Africa and Asia decreased. In period 3, the forecasts indicate that the yearly 
average imports from Africa, America, Europe and Asia will be lower than what was reported in period 2. The yearly 
average of imports from Australia in period 3 will be slightly higher than what was recorded in period 2. Except for 
Australia, the yearly average imports from the rest of the regions in period 4 will be less than period 2. 


The export and import forecasts for the period from August 2020 to July 2022, which are used in Figure C1, are 
based on ARIMA's point forecasts. These values are presented differently in Figure C2 to show the forecasts for each 
of the 24 months. For the exports, the order of the regions from the one with the highest value is as follows: Asia, 
Europe, Africa, America and Australia (Figure C2a), which is the same order portrayed in Figure 2 based on past data. 
In terms of imports, the order of the regions from the one with the highest value is as follows: Asia, Europe, America, 
Africa and Australia (Figure C2b), which is also the same order illustrated in Figure 3 based on historical data. The 
forecasts indicate that South Africa will export more to Africa than America but will import more from America than 
Africa; the highest value of exports and imports are for Asia, which is followed by Europe. The least trade values are 
between South Africa and Australia, which also has to do with the size of Australia compared to other regions/ 
continents. 


Besides the point forecasts that are discussed above, in practice, the actual future values are likely to be lower or 
higher than the point forecasts. Accordingly, the ARIMA models also present forecasts intervals (80% Fl and 95% FI). 
The intervals illustrate how high and how low trade values might become. Figures C3 to C5 in Appendix C presents the 
detailed forecasts that show the high(hi) and low(lo) forecast intervals (lo80 - hi80; lo95 - hi95) within which the actual 
values might fall. For the 24 forecasted months, each month has two upper limits and two lower limits. The 80 percent 
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FI that is close to the point forecasts shows that there are is an 80percent chance that the actual values will be within 
this narrow interval. The 90 percent FI that is far from the point forecast shows that there is a 95 percent chance that 
the actual values will be within this wider interval. 


To reasonably discuss the forecasts across all regions, this study also uses the key results from the validation 
models. Validation window one and two suggest that the actual trade values are most likely to fall within the 80 percent 
Fl (Figures 4 and 5). At this stage, it could be reasonable to expect South African export and import values (at constant 
prices) from August 2020 to July 2022 to be found mostly within the lo80 and hi80 interval. As the forecasted period 
increase, the distance between the point forecast and the intervals becomes wider to accommodate increased 
potential forecasting error. 


The recent global crisis of the COVID-19 pandemic may present different sets of risks with different implications of 
the forecasting power of ARIMA models. Therefore, the third validation of the ARIMA model, by forecasting the last 25 
months (July 2018 to July 2020) of the full sample, provides useful insights. The last months of this forecasting period 
cover significant changes in international trade values due to the pandemic and the associated lockdowns that 
occurred. There are significant spikes in actual exports that occurred in April 2020 (drop) and June 2020 (pick), and for 
imports in March 2020 (drop) and May 2020 (pick) (Figures 2 and 3). The significant drops followed lockdowns initiated 
in many countries. South Africa's trade values in March 2020 reveal that COVID-19 containment measures taken by 
the country’s global partners mainly affected the imports of the country (Viljoen, 2020). Given that the trade values 
used in this study were adjusted for inflation, a drop in CPI from 3 to 2.2 between March 2020 and June 2020 also 
shows an improvement in trade values during that period. 


Thus, the 95 percent intervals of exports and imports for the various regions in Figures C3 to C5 (Appendix C) 
might be breached if another massive swing happens in the future trade. If a major global shock occurs, the forecast 
intervals that are likely to be breached are for exports to the rest of the world, Africa, America and Asia. 


Further insight from Figure B1 is that the actual export values to the rest of the world, Africa and America are likely 
to lie above the point forecast and within the hi80 percent interval. But during a crisis and sharp changes in export 
values, the 95 percent forecast interval might be breached. This might happen to the forecast intervals in Figure C3a, 
C3b and C3c but the probability is very low. On the other hand, the actual exports to Europe are more likely to fall 
below the point forecast and within the lo80 percent interval for much of the forecasting period as revealed in Figure 
B1d. The actual export values to Asia and Australia are more likely to fluctuate around the point forecast and within the 
80 percent interval (Figures E2a and E2b). Based on other ARIMA validation models (Figures E2c, E3a, E3b, and 
E3c), the actual values of imports from the rest of world, America, Europe and Asia are likely to appear above the point 
forecast and mostly within the hi80 intervals. In terms of Africa and Australia, the point forecast is more likely to over- 
value the imports from these two regions; the actual values are most likely to fall within the lo80 percent interval 
(Figures E2d and E3d). 


What is likely to happen to the trends? 


While Figures C3 to C5 clearly show the intervals, it is difficult to see from these figures per se whether the trends 
of trade values for the various regions are likely to decrease or increase in comparison with the last observed values in 
July 2020. The trends for the international trade values across many regions are presented in Appendix D, Figures D1 
to D3. South African total exports to the rest of the world are expected to decrease between July 2020 and July 2022, 
with a notable decline likely to happen in December 2021 (Figures D1a and C3a). Exports to America are also 
expected to decrease continuously during the forecasting period (Figure Dic). Exports to Australia may also be 
declining during the forecasted period, with notable declines likely to occur in April 2021 and April 2022. On the other 
hand, our forecasts show that exports to Africa, Europe and Asia (Figures D1b, D1d and D2a) are likely to increase in 
the next 24 months. There has been a general increase in exports to these three regions since another substantial 
decline recorded in January 2016. 


Figures D2c and D3c suggest that the future values of imports from the rest of the world and Asia are likely to 
decrease in the period between August 2020 and July 2022. Significant drops in imports from the world might 
materialise in June 2021, December 2021 and April 2022. As for Asia, a major drop is expected in June 2022. No 
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significant changes might be expected in future imports from America, Europe and Australia (Figures D3a, D3b and 
D3d). Constrained domestic demand in South Africa could be one of the explanations for the expected drop or an 
insignificant change in import values. The months of national lockdowns depleted household savings and raised debts. 
As a result, it may take time for households and firms to become financially stable and increase demand for foreign 
products. However, imports from within the African continent might rise from August 2020 to July 2022, but at the level 
below the records of the previous calendar. As discussed earlier, it is important to bear in mind that the actual trends 
may lie above or below the point forecast trend but within the forecast intervals. 


Diagnostics and accuracy of the models 


This section presents the diagnostics of the estimated models. Table 2 shows the specification statistics for models 
used to forecast trade values from August 2020 to July 2022. Table 3 presents the diagnostics statistics for the 
validation models. 


TABLE 2 
ACCURACY OF THE FORECASTING MODELS AND DIAGNOSTICS 
Export models 














World Africa America Europe Asia Australia 
Model ARIMA(1,1,26) ARIMA(0,1,2) ARIMA(1,1,24) ARIMA(2,1,2) ARIMA(2,1,0) ARIMA(1,0,13) 
MAPE 9,673 11,375 13,457 12,458 12,041 23,490 
Accuracy 90% 89% 87% 88% 88% 17% 
MAE 365409, 700 93252,960 48474,570 117764,900 135873,700 10044,670 
LBQ 5.977 18,228 7,003 19,599 13,149 9,870 
(P-value) (0.113) (0,572) (0,072) (0,419) (0,903) (0,361) 

Import models 

Model ARIMA(1,1,36) ARIMA(1,1,24) ARIMA(2,1,0) ARIMA(0,1,1) ARIMA(1,1,25) ARIMA(1,1,24) 
MAPE 8,801 27,841 10,675 10,185 10,393 20,733 
Accuracy 91% 712% 89% 90% 90% 719% 
MAE 335633.200 77751 ,830 47481,720 123718,800 178122,300 10652,150 
LBQ 7.598 4,488 16,284 18,000 5,347 5,269 
(P-value) (0.055) (0,213) (0,638) (0,522) (0,148) (0,153) 





Note: LBQ stands for Ljung-Box Q statistic. 


This study starts by fitting the Auto-ARIMA model, which automatically select an appropriate model. Residuals of 
the selected models are checked for autocorrelation and normality. The Ljung-Box Q (LBQ) tests are used to check for 
autocorrelation. The LBQ statistics in Table 2 are not significant at the five percent level and hence the null hypothesis 
cannot be rejected, implying the absence of autocorrelation. 











TABLE 3 
FIT AND ACCURACY OF THE MODELS 
Testing period Jan 2008 to Dec 2009 Jan 2016 to Dec 2017 
Exports Imports Exports Imports 
Model ARIMA(2,1,0) ARIMA(0,1,1) ARIMA\(1,1,20) ARIMA\(1,1,12) 
MAPE 12,218 12,149 8,766 10,100 
Accuracy 88% 88% 91% 90% 
MAE 369504,400 408968,300 298110,600 383622, 100 
LBQ 6,813 3,602 7,677 6,503 
(P-value) (0,235) (0,730) (0,053) (0,090) 





Besides the LBQ statistics, during estimations, residuals of the Auto-ARIMA forecasting models were checked for 
significant spikes across lags. Spikes outside the horizontal dotted lines or 95 percent confidence intervals in ACF 
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imply evidence of autocorrelation and hence an ARIMA model would be customised to account for the observed lags. 
This is the reason why other models have higher lags. Additionally, the distribution of the residuals was also checked 
for normality. Across all models, the residuals appeared to be normally distributed . 


To assess the accuracy of the forecasts, this study reported the mean absolute percentage error (MAPE) and the 
mean absolute error (MAE) values of the estimated models. MAE is the average measure of how, in absolute terms, 
the forecast is from the actual value. MAPE is a measure of how far away in absolute percentage the forecast value is 
from the actual value. These two measures determine the prediction accuracy of a forecasting model or method. It is 
not clear to decide whether the size of MAE is reasonable since it depends on what is being measured, but MAPE can 
provide a better view. The accuracy of the forecasts is calculated by subtracting the MAPE value from 100. Our key 
forecasting models in Table 2 shows that the accuracy levels of the export and import forecasts are above 77 percent. 
The validation models in Table 3 show the accuracy levels above 88 percent. While the statistics for the other twelve 
models for validation window three are not displayed in Table 3 (for the sake of space) there was no autocorrelation; 
residuals show normality and the forecasts accuracy levels were above 88 percent, except for two models with 74 
percent and 77 percent accuracy. 


DISCUSSION 


This is the first study to our knowledge to test the predictive power of ARIMA models to predict the impact of global 
crises on South Africa's trade, and to subsequently apply the model to predict the impact of COVID-19 on South 
Africa‘s trade. The results of the descriptive statistics showed South Africa's trade responsiveness to the GFC in the 
period 2008 to 2009, the economic growth shock in 2015-2016 period, and to the COVID-19 pandemic in 2020. In 
general, South Africa's trade contracted significantly in response to the COVID-19 pandemic compared to the GFC. 
The World Bank (2018:10) reported a drop in South African domestic output in the period 2008 to 2009 resulting from a 
combination of the global shocks, world demand shock, domestic shocks, and commodity-specific shocks. We believe 
that these factors apply to the country's trade following the effects of the COVID-19 pandemic. 


An analysis of South Africa‘s trade with the five regions revealed similar patterns in the proportions of values of 
trade with Asia; accounting for the largest proportion of import and export, followed by Europe and Africa. The lowest 
value of trade was observed between South Africa and Australia. In terms of percentage changes in trade values 
between South Africa and the five regions, South Africa recorded the largest decrease in export values, and the 
respective periods of significant decline were as follows: Australia (April 2020), Europe (April 2020), Africa (April 2020), 
America (April 2020) and Asia (January 2016), in this order. This indicates that the major decline in exports to four out 
of five continents occurred in 2020 and are associated with the COVID-19 pandemic. This is reasonable given the 
lockdowns that happened not only in South Africa but also in several countries over the world. Exporters were not able 
to produce, and demand from other countries dropped as a result of the COVID-19 pandemic. This massive decline in 
exports exceeded what happened in 2008 to 2009 during the GFC. Another remarkable observation is that the largest 
percentage increase in exports during the period of study was to Australia (May 2020), followed by 


exports to America (June 2008), Africa (May 2020), Asia (May 2020) and then Europe (May 2020). Subsequently, 
South Africa's exports to America responded the most to the GFC, while exports to the other four regions responded 
mostly to the COVID-19 pandemic. This is not surprising given the GFC originated in America and was one of the most 
affected regions. A larger positive percentage change during these recessions shows how export values to a particular 
region moved from the lower values. As for imports, the largest percentage drop was for products from Africa (July 
2020), followed by Australia (February 2009), Europe (December 2006), Asia (December 2006) and then America 
(January 2016). In terms of positive changes, the highest percentage increase in imports was from Africa (October 
2007) and Australia (March 2010). 


The predictive power of the ARIMA models was initially validated by assessing whether the model could make 
meaningful forecasts during the 2008-2009 GFC and during 2016. For both exports and imports, the ARIMA models 
correctly predicted that there was an 80 percent chance that the actual future values in the periods January 2008 to 
December 2009, and January 2016 to December 2017 may fall within the forecasting interval. Further validation of the 
ARIMA model was made to forecast trade between July 2018 and July 2020 (last 25 months of the dataset), the period 
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associated with a massive swing in trade due to COVID-19. This validation shows that it is possible that the 95 percent 
FI could be breached, but the chances are thin. Overall, the results revealed that the predictive power of ARIMA 
models is good even in the presence of significant swings in the South African export and import values. However, 
policymakers should not rely on the point forecast, especially when the forecasts are based on a small sample size of 
historical data. Forecast intervals are very crucial due to the high probability of success. 


Having tested the forecasting power of ARIMA models, the next step in the analysis was to forecast the future 
international trade values from August 2020 to July 2022. The forecasts show that exports for South Africa will be 
higher than imports during the entire forecasting period, following a rise in exports above imports in the last three 
months (May, June and July) of the sample. According to OECD (2020: 303), the “COVID-19 outbreak adds to South 
Africa's already severe economic challenges, with depressed growth, large fiscal deficits, increasing debt and high 
social vulnerabilities.” Moreover, strict measures to contain the spread of the coronavirus affected production in major 
sectors and led to a slump in demand. The domestic demand shock may persist for several months, which may also 
explain why imports forecast might remain lower than exports. Additionally, the results show that seasonal patterns 
play a role in these drops. However, fluctuations in exports and imports are likely to emerge from other factors such as 
the domestic demand shock, world demand shock, commodity-specific shocks and exchange rate volatility. These are 
future risks exporters and importers should expect. The regional analysis of the destination of South African exports 
shows the major destinations Asia, Europe and Africa respectively while America and Australia are the least 
destinations. China has been the top trading partner of South Africa and it has a major influence on Asia being a major 
export destination of South Africa. 


The ARIMA model forecasts show that the yearly averages of exports to Africa, Europe and Asia will continue to 
rise in periods August 2020 to July 2021 (period 3) and August 2021 to July 2022 (period 4). However, the yearly 
averages of exports to America and Asia are likely to decline in the fourth period. In contrast, except for Australia, the 
yearly average imports from Africa, America, Europe and Asia are expected to be lower than in August 2019 to July 
2020 (period 2). 


The main contribution of this study is that it provides forecasts on South Africa's trade post the COVID-19 
pandemic. The primary role of forecasting is to provide support for future decisions (Elliott & Timmermann, 2016:82). In 
a pandemic context where there are information and resource constraints, data lean and agile forecasting approaches 
are preferable (Prideaux et al., 2003:477). Besides, among the strengths of this study is the use of time series data. 
Time series data captures the variation of macroeconomic situations with time. They are useful when relating temporal 
macroeconomic trends to the occurrence of significant events. The autoregressive integrative moving average 
(ARIMA) models are a powerful tool for analysing empirically observable patterns (Hochrainer, 2009:12). ARIMA 
models have been applied in diverse contexts for analysing the impact of macroeconomic disruptions such as natural 
disasters (Zhu et al., 2018), pandemics (Song et al., 2016) and market failures (Cui, 2011;Wang et al., 2018), yielding 
reasonably accurate results. Hence, assessing the applicability and performance of ARIMA models to forecasting 
COVID-19 macroeconomic impacts is of academic interest. 


Derived from this analysis, among the key insights for policymaking, South Africa is high likely to report a positive 
trade balance (exports > imports). This will contribute to a favourable balance of payment (BOP) position and 
exchange rate during the forecasted period. However, the ultimate outlook of the South African trade values (at 
constant prices) will also depend on other factors such as the exports and imports of services and inflation. We believe 
that the poor domestic demand may explain the inferior imports against exports predicted between August 2020 and 
July 2022. While this may be good for the trade balance, poor domestic demand could also weaken the country's 
economic growth projections. The forecasts in this study may also be used by policymakers to anticipate tariff revenue 
from the different regions. It is also important for policymakers to advance bilateral trade agreements with Asian, 
European and African countries; the major export destinations. The African Continental Free Trade Area (AfCFTA) is a 
welcome strategy that may boost trade between South Africa and other African countries. 


CONCLUSION 


While there are differences in the nature and severity of pandemics, they have all been observed to contribute to 
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economic decline. Information about the unfolding of the impact is usually scarce in the early phases of a pandemic. 
This poses a challenge for leaders to craft an appropriately timed response that balances the need to contain the 
pandemic and prevent irreparable economic damage. Since trade will play a significant role in mitigating both disease 
spread and economic decline, responses to the crisis need to factor the impact of the pandemic on the nation's trade. 
This study demonstrates that the COVID-19 pandemic, like other supply chain disruptions of global proportion, will 
result in the contraction of South African trade. This calls for firms and the government to reinforce competencies in the 
domestic supply chains, and to strengthen trade agreements with trade partnerships in Africa, Asia and Europe to 
strengthen the adaptive power of firms and the economy in response to the pandemic. The results show that the 
impact worsens with time, which implies that the sooner the competency reinforcements are done, the better the 
economic outcomes. The study provides policymakers and business management a basis for the development of fact- 
based responses to the pandemic. 
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APPENDIX 


Due to many figures in the Appendix, these figures are not included in this journal article but can be requested from 
any of the authors at any time. 


